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INVESTMENT & BUSINESS TREND 


Will American Business Soon Be on the Defensive?—Rail- 
road Efficiency—Dividend Payments—The Market Prospect 


RITISH manufacturing and labor in- 
B terests find themselves involved in a 
dilemma. If they refuse to accord 
support to the exportation of capital to Ger- 
many under the Dawes Plan, they may re- 
move the final hope of German and there- 
fore European recovery. If the necessary 
funds are forthcoming they supply their 
most formidable potential competitor with 
the power to seriously limit the growth of 
British industry. A somewhat similar posi- 
tion. is faced in France, and the United 
States, to be candid, is by no means immune. 
The facts are that Germany cannot be re- 
suscitated financially without at the same 
time offering her the opportunity to sell more 
than she buys. For this, she must find mar- 
kets and these markets are only where 
British, French and American markets exist. 
The stronger German industry becomes, the 
more powerful a competitor she will be. The 
United States, furthermore, cannot hope to 
completely escape through the barrier of high 
protection. It is true that Germany, when 
fully financed, becomes an important buyer 
of American and other raw materials. To an 
even greater extent, it becomes imperative 
for German industry to convert these raw 
materials into finishe dproducts. These prod- 
ucts will have to be sold. To the extent that 
they are sold, they interfere with prospects 
for American and other industries. 
Temporarily, therefore, the operation of 
the Dawes Plan, as seen under these new 
conditions, is bound to furnish important 
competition to American industries. It is 
to be assumed that in order to find markets 
Germany will undersell her competitors. 
This she can do because of her lower produc- 
tion costs. To meet such competition we 
shall be forced to cut our production costs. 


This means either an increased output which 
it will be hard to sell on account of pros- 
pective intense competition, or a lower scale 
of wages for the American workingman. It 
is toward the latter, probably, that we are 


drifting. 
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P | YHE showing of 
railroads, thus far 
this year should be 

considered as nothing short of brilliant. In 

a year when business has fallen off with a 

large decline in gross earnings, many of the 

leading carriers have been able to make an 
excellent showing in net. This can be attrib- 
uted only to the thoroughly efficient manage- 
ment now enjoyed by the railroads under 
private ownership and control. Investors 
may justifiably repose confidence in the abil- 
ity of the officials now operating the roads. 
Under their regime, the carriers have been re- 
turned to a state of prosperity, their physical 
condition improved and the hitherto latent 
prejudice of the general public toward the 
railroads has been minimized. To a propor- 
tionate extent, the leaders of the movement 
toward Government ownership have received 

a decided set-back. Left to itself, business 

can generally find a way to manage its af- 

fairs successfully. 


— XX je 


HE business world is 
being treated to the un- 
usual spectacle of an 

expanding trade at the same 
time that prices are either stationary or de- 
clining. Generally an increase in demand 
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is accompanied by a rise in prices. The ex- 
planation for the present somewhat unusual 
situation is probably that business, where it 
is increasing, is doing so at the expense of 
prices and profits. Competition is keen in 
this period and a considerable expansion in 
business can be had only by offering suitable 
price concessions. Speaking generally, there- 
fore, what we have to-day is a buyer’s mar- 
ket. Owing to the cutting of the margin of 
profit, the present tendency toward expan- 
sion in industrial activity does not connote 
an equivalent increase in the rate of earn- 


ings. - x > 


GOVERNMENT 
OWNERSHIP 


HE perhaps sincere 
but certainly be- 
fuddled~ proponents 

of Government ownership of the railroads, 

have a convenient habit of skipping over the 
part that deals with the taxes that would 
have to be borne by the public if government 
ownership came to pass. Not even the radi- 
cals have come to the point, however, where 
they espouse open confiscation of property. 

Assuming then that the radicals realize 

that the Government would have to pay for 

what it took over, the question must be asked: 

How are the payments to be made and who 

is going to pay for the operation of these 

properties? 

In the first place, it is obvious that Federal 
ownership of the carriers would involve a 
huge bit of financing, probably some twenty 
billions of dollars. No one in his senses 
imagines that this could be done without 
wrecking the business structure. Assuming 
that the roads could be paid for, however, it 
is clear that without the advantage of 
the efficient management which comes 
from private ownership the properties would 
probably revert to a condition such as in the 
last period of Government ownership when 
operating deficits rolled up on a stupendous 
scale. These deficits would have to be paid 
for by the public and they could not be paid 
for without increasing taxes. It is not cer- 
tain by any means that the average taxpayer 
would submit to paying increased taxes for 
the more or less nominal pleasure of feeling 
that the railroads were Government-owned. 
What the believers in Government-ownership 
have to prove is that the Government can 
operate Big Business efficiently and thus far 
they cannot lay claim to any such record. 
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DIVIDEND HE past few weeks has 
REDUCTION witnessed a number of 

; dividend suspensions, 
several of them of considerable importance. 


This has been due to special conditions exist- 
ing in certain industries. On the whole, how- 
ever, it may be fairly said that the year has 
not offered conclusive proof that we are in 
an era of dividend-reductions. There have 
been quite as many increases as the reverse 
and the bulk of our corporations continue to 
pay dividends on a scale comparable with 
those of the past two years. Careful han- 
dling of large earnings, since 1921,has placed 
many corporations in so strong a financial 
position that they feel justified in maintain- 
ing their dividends despite the recent falling 
off in earnings. Where capital has been in- 
vested in financially strong companies, in- 
vestors generally need not fear for their divi- 
dends, even if earnings are less than they 
have been. 

Of course, it is essential to recognize that 
not even the wealthiest corporations can con- 
tinue to disburse dividends generously in a 
protracted period of dullness. Fortunately, 
the latest developments in industry favor an 
increase rather than a decrease in business, 
so that speaking broadly the few dividend 
suspensions of the last few weeks should not 
be taken as an indication of the future. 
There is really nothing at all comparable be- 
tween the present situation and that of 1921 
when the general tendency in almost all in- 
dustries was to reduce or omit altogether 
the rate of dividend payments. 
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HE market has given 

MARKET | a good account of 

PROSPECT itself since the recent 
reaction ran its course. 

The recovery has amounted to about half 
the decline and the technical position has 
been greatly strengthened. 

- While, as we have said, this is not bargain 
time for investors who purchase common 
stocks for income and profit, the outlook both 
for general business and for the stock market 
is promising. 

While there has been no rapid progress 
in industry, most of the signs point toward 
improvement. Prices seem fairly stable and 
demand in many quarters is quickening. Of 
course, there is still a good deal of irregu- 
larity and profits are not, generally speaking, 
especially high. These conditions should, 
however, be gradually eliminated and prog- 
ress toward higher earnings should be 
made during the next few months. 

We therefore believe that those who are 
willing to make ventures on the long side, 
with limited risk, should be able to realize 
profits before the year is out. 

Monday, September 22, 1924. 
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Immigration Bootleg ging 


Tremendous Scope of Illicit Immigration—How 
Can It Be Checked ?—Effect on Labor and Wages 


HAT are the economic results of 
\ our restriction of immigration? 
Of course, it is too early to say 
thing that is not mostly theoretical 
ut the new law, which did not become 
‘tive until July. 1. As to the results 
war-time restriction of immigration 
the limitations imposed by the 3 per 
law we are on firmer ground. But 
here we are in much doubt, because 
lo not know to what degree immigra- 
actually has been restricted. This 
seem a rather surprising statement in 
of the voluminous statistics cover 
all the sorts and degrees of official 
rmation about the number and quality 
mmigrants. We observe, for instance, 
the report of the Bureau of Immigra- 
of the Department of Labor, that 
3,000 aliens, of whom 150,487 were non- 
igrant, were admitted to the United 
ss during the fiscal year ended June 
ist. 
it consider the word “admitted.” 
t about the immigrants who got in 
ut being “admitted,” that is, legally 
itted to enter the United States? 
one were to consider the question 
the consumption of alcoholic liquors 
his country wholly according to the 
tistics of legal manufacture and im- 


By JAMES J. DAVIS 
i Secretary of Labor 
portation since the Volstead law went 
into force he would be conducting an in 
vestigation in dreamland. Analogously, 
to discuss dogmatically the economic or 
any other kind of results from our re- 
striction of immigration by law, as re- 
flected by the official statistics of lawful 
immigration would be to build up an argu- 
ment on insufficient premises. 

Immigration bootlegging is fully as se 
rious an obstacle to the attainment of the 
results hoped for from the restrictive 
laws as the enormous sale and consump- 
tion of bootleg liquor is to the success- 
ful operation of prohibition. Manifestly, 
if prohibition is not prohibition we can 
not proceed intelligently to examine the 
results; likewise, with immigration, if 
restriction is not what it should be 
according to law. 

Obviously, we cannot have reliable sta 
tistics of illicit immigration, but from the 
great mass of general information and 
the many specific reports of instances of 
such immigration that have reached the 
Department of Labor, we are convinced 
that the volume is so great as to be a 
very important factor in the labor supply 
of the country, especially in regard to 
common labor. 


Consider the situation. Here we are in 


ao 
— 
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the economic paradise of Yod warld.’ For 
about 150 years we have not-onlykept 
the gates wide open, except for limita 
tions of a personal nature that were not 
of much numerical importance, but in 
many ways we encouraged and 
stimulated immigration; and the 
world grew to think that it had a pre 
scriptive right to enter the United States, 
then we rather suddenly closed the gates, 
or so nearly so that the nations to whom 
the quota provisions of the immigration 
act of 1924 apply are legally 
to send us only 161,000 immigrants a yeat 
plus a statistically indeterminate num 
ber that are exempt from the quota limi 
tation, whereas they had been dumping 
their people on us at the rate of a mil 
lion or more a year. But while we closed 
the regular gates in this manner to the 
eager millions of the quota nations we 
left them open to the non-quota nations 
viz., Canada, Mexico, New Foundland, 
and all the other countries and islands 
of the western hemisphere, subject to 
some qualifications of a non-numerical 

nature. 

On a Canadian 
and on a Mexican frontier of 
to say nothing of our great 
outside the ports, there are 


even 
whole 


permitted 


4,000 miles 
1,800 miles, 
line 


frontier of 


coast 


virtually no 
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SOUND, STURDY TYPES OF IMMIGRANTS TO THE UNITED STATES 


These men were legally admitted to the United States, but those who are being smuggled over the borders by the tens of thousands 
are mainly illiterate, diseased, criminal or revolutionary. Illicit immigration is growing to be a menace, and Secretary Davis shows 
why it must be curbed 
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walls, much less useful gates. These lines 
can be crossed at will in innumerable 
places. Ever since we have had such indi- 
vidual modifications of unlimited immi- 
gration as qualifications relating to health, 
crime and literacy, there has been a de- 
gree of immigration smuggling across 
these borders, partly of inhabitants of the 
border countries and partly of diseased, 
criminal, illiterate and revolutionary Eu- 
ropeans, and excluded Asiatics, who knew 
that they were not qualified for legal 
entrance. Obviously the narrow limita- 
tions of the law of 1924 have 


nese, many of whom will gladly pay as 
much as $2,500 to be conveyed inside the 
American boundary. We know also that 
200,000 persons were landed in Canada 
last year under the representation that 
they could lawfully or unlawfully get into 
the United States sooner or later. As the 
new law limits Canadian immigration to 
natives the only legal way open to these 
people is to qualify under the quotas of 
their origin, which few of them can do. 

The public does not hear so much about 
immigration bootlegging as it does about 


opposed to séveral hundred intending im- 
migrants, many of them of desperate 
character, convoyed by gunmen who us 
their weapons freely and effectively, are 
helpless. They are in fact met by an in- 
vading army. You may say that on the 
Mexican frontier the illicit immigration 
amounts to armed invasion of the Unit 
States. These immigrants are as deter- 
mined to get into our paradise as t 
Goths and Vandals were to break in: 
the Roman empire, and like the latt 
they are resorting to armed force 
enable them to get in. 
Moreover, considering 











tended vastly to increase the 
number of persons from the 
quota nations who seek sur- 
reptitiously to enter the 
United States by these open 
back-doors. 

Moreover, the head-tax of 
$8 and visa fee of $10 im- 
posed upon natives of Ameri- 
can countries seeking entry 
to the United States has 
stimulated immigration boot- 
legging of them. This is 
especially true of the Mexi- 
cans, 75 per cent of whom 
could not, in any event, enter 
legally on account of their 
illiteracy. 

Some of our immigration 
officials estimate that the 
number of illegal immigrants 
from Mexico is equal to the 
legal immigration, which was 
over 87,000 in the last fiscal 
year; some think it is much 
more. Last year 200,000 im- 
migrants lawfully came to us 
from Canada. A large num- 
ber undoubtedly entered ille- 
gally. The increased admis- 
sion fees are now reducing 
the number of legal entrants 
from Canada, but at the same 
time are probably operating 
to increase the number of 
unlawful immigrants. The 
natural tendency of whole- 
sale restriction of European 
immigration is to stimulate 
the movement of Canadians 
and Mexicans into the United 
States, whether lawfully or 
unlawfully. In all periods 
of prosperity the demand for 
labor in the United States is 
such as to create what you 
might call a labor vacuum, 
into which Canadians and 
Mexicans rush as air into a —— 








SUCCESS NEVERTHELESS 


“Regardless of the number of unlawful im- 
migrants, the number of lawful immigrants 
in the last three years would probably have 
been 3,000,000 larger but for numerical re- 
striction. 

“The large measure in which higher wage 
rates have been maintained .. . is conclusive 
evidence that ... hereafter there will nor- 
mally be no. surplus of labor in this country.” 


gal immigration only, 
have not succeeded in ou 
purpose of greatly restrict 
ing immigration, if the 
flow from American cot 
tries increases as it falls 
from other countries. 

One remedy for this into! 
erable ‘situation is to extend 
the quota provisions to all 
countries, thus imposing nu 
merical limitations upon th 
volume of lawful immigra 
tion from Canada and Mex- 
ico, the countries that are 
situated naturally as to m 
decreased immigration fro 
Europe with increased im: 
gration from them. One 
the purposes of immigration 
restriction was economic; it 

intended to protect 
American labor from _ alien 
competition. So far we hav 
failed of this purpose in 
large measure, as a trij 
through the Southwest w 
convince anyone who o 
serves the hordes of Mex 
can laborers in that regio: 
The second and more urgent 
remedy is the provision of 
adequate means of prevent- 
ing bootlegging immigration 
At present we have only a 
million dollars annually and 
a handful of officers to meet 
the effort and expense of 
guarding our thousands 
miles of land frontier and our 
thousands of miles of open 
coast. A third remedy is t! 
provision of adequate funds 
to meet the expense of de- 
porting the aliens who get ! 
the frontiers and are event 
allv located. 

There is reason to beli 


was 








vacuum jar. Into these cur- 
rents are now drawn thousands of Euro- 
and Asiatics who cannot enter 
through the immigration ports of the 
coasts into the modern El Dorado. The 
grand prize of successful violation of the 
law is the surest meal ticket in the world. 
To give an idea of the enormous pres- 
sure that is being exerted upon such ex- 
clusive agencies as we have I may say 
that we.know that there are 160,000 per- 
sons temporarily residing in Cuba with a 
view of getting into the United States 
by heok or by crook, via Mexico or the un- 
patrolled coast, Of these 30,000 are Chi- 
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peans 


liquor bootlegging, but our records show 
daily evidences of violation of the immi- 
gration laws and almost daily battles be- 
tween our officers and the desperate class 


of professional bootleggers who, espe- 
cially in Cuba and Mexico, make a regu- 
lar business of guiding and directing 
illicit immigration. These criminals are 
determined and highly intelligent. 

They do not hesitate to use their guns 
and sometimes operate in such numbers 
and convoy so many bootleg immigrants 
at a time that they openly intimidate or 
drive off our officers. One or two officers 


that there are 100,000 C! 
nese alone in this country who could 
be rounded up for deportation, if 
we had che transportation funds. Thie 
whole deportation fund is only $280,000 
We have to confine that limited fund to 
getting the most notoriously objection- 
able aliens out of the country. At « 
time, there were 4,000 Chinese seamen 
stranded in New York. Tiu.ey landed | 
gally as seamen in transit, so to speak, 
but could not secure employment on o1't 
bound vessels. We shopped around ‘or 
deportation transportation rates and 
(Please turn to page 900) 
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Rail Stockholders Have Right 
to Larger Dividends! 


Interests of Holders Largely Ignored in Recent Years — 
Everything Up But Dividends, and They Are Down—Why? 


HE railroad stockholder has _ had 
| little cause for exultation during 
the past few years. When the ma- 
jority of industrial corporations were pil- 
ing up tremendous profits as a result of 
the abnormal demand for goods during 
the war period the railroads were under 
yovernment operation. They received as 
compensation no more than they. had been 
carning theretofore. The stockholder saw 
the railroads returned to their owners in 
1920 in a much impaired condition.  A\l- 
though substantial progress has beea made 
since that time his position has by no 
means become an enviable one. A g'ance 
at a profile of average stock prices dur- 
ing the last ten years will show him that 
the current quotations of railroad stocks 
are roughly 20% below January, 1914, 
while in the same interval industrial 
stocks have advanced almost 90%. How 
this depreciation in railroad stock 
values to be accounted for? 


Dividends Lower Than Decade Ago 


he total dividends paid by all the rail- 
| companies in the United States in 
year 1922 amounted to $271,000,000 
estimated figure for 1923 was $283,- 
0CO. Compare this with any of the 
irs from 1910 to 1914. The averag: 
dends paid in that four-year period 
e $359,000,000. No one with any knowl- 
lee of the facts would claim that the 
dends paid in that period were exces- 
and yet note the fact 


By JOSEPH M. GOLDSMITH 


2,584 hours. Surely a startling difference 
between the course that railroad wages 
have taken and that of railroad dividends! 
The taxes which the carriers are pay- 
ing are not lower than in 1914. The va- 
rious taxing authorities have not been so 
impotent in receiving a proper share of 
the railroads’ gross revenues as have their 
owners. The railroad tax burden has in- 
creased just 136% in the ten-year period. 
In 1923, railroad companies paid out 
in taxes considerably more than they 
distributed in the form of dividends. 


Giving Greater Service 


We must also bear in mind that our 
transportation systems are performing a 
much greater service today than a decade 
ago. It is only just that the owners of 
an enterprise should receive a compen- 
sation commensurate with the amount of 
service which it renders. Yet this has 
been by no means the case. 

In 1914, the carriers transported the 
equivalent of 288 billion tons of freight 
one mile. Because of the economic growth 
of the country and the increased produc- 
tion which has developed in the last ten 
years, this figure in 1923 became 413 bil- 
lion ton; carried one mile. In other 
words, the railroads furnished 43% more 
freight service. Their total revenues rose 
from a little over 3 billion dollars to more 
than 6 billion dollars. And yet not one 
iota of the larger revenues which his 


properties obtained for performing the 
greater service went into the pockets ol 
American railroad stockholders. 

How then is this peculiar situation to 
be explained? Is it entirely due to strin 
gent regulation of railroad rates and ex 
penses by the public authorities? Cer 
tainly this has had not a little to do with 
it. The Interstate Commerce Commis 
sion determines the rates which the car 
riers may collect. The railroad Labor 
3oard in a similar manner prescribes 
what wages they must pay. Consequently 
the amount of net operating income that 
they can obtain is largely out of the hands 
of the railroad managers. 

Since the period of government guar 
antee expired on September Ist, 1920, the 
railroads fell short by $1,131,000,000 of 
earning the fair return to which the 
Transportation Act stated they were 
entitled. Up to March 1, 1922, this fair 
return was fixed at 6% on the value of 
their property and since then at 534%. 
This is not a high rate of return to be 
permitted to earn. An industrial concern 
which does not on the average earn more 
than 534% on the value of its property 
is considered an unremunerative venture. 
The average bank earns far more than 
this on its capital and surplus. 

Yet in the last four months of 1920, 
the carriers earned only 3.10% and for 
the year 1921 only 3.33%. In 1922, net 
operating income amounted to 4.14% and 
in 1923, a year in which 
was handled the largest 





the sums being dis- 
ited today are mate- 
ly lower than ten 
rs ago. 
he railroad stock- 
ler has witnessed the 
ands of railroad labor 
higher wages _ right- 
y granted. The cost 
living -has risen greatly 
ompared with pre-war 
s. It was essential 
men’s incomes be in- 
‘ased to compensate 
em for the diminished 
wehasing power of the 
lar. The railroad wage 
in 1916 was $1,489,- 
700,000. In 1923, it had 
n to $3,043,161,000. In 
former year the aver- 
earnings per employee 
re $868 per annum and 
worked 3,148 hours. 
1923 the average earn- 
Ss per employee were 
$1,588 and he worked only 





CONSIDER THESE FACTS: 
Railroad wage bill since 1916 . . .increased 
Average wage per wkg. hour 
Railroad taxes since 1914 
Freight service since 1914 
Total revenues since 1914 
Railroad net income since 1911-14 


Railroad dividends since 1910-14* Decreased 
Railroad stocks since 1914 have Declined 
In 1922, proportion of American rail stock- 
holders receiving no dividend at all was 
Average rate paid railroad stock outstand- 
ing in 1922 was 
* Comparing average dividends paid in 1910-14 with 
average dividends paid in 1922-23. 


volume of traffic in his- 
tory, the return was 
equivalent to 5.10% on 
their valuation. The re 
turn is obviously too low 
130% and those who persist in 
130% advocating further deple 

tion of the railroads’ reve 
43% nues are either unin 
formed, or have deliber 
ately blinded themselves 
to the true facts. 


Illiberal Dividend 
Policy 


104% 





But this is not the only 
reason for the railroad 
stockholders’ dilemma. It 
does not completely ex 
plain the low average 
price at which railroad 
stocks are selling when 
compared to that which 
prevailed a decade or 
more ago. 

In 1923, the 





carriers’ 
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Security 


Atchison, common 


Ches. & Ohio, common 


Illinois Central, common 





Do Not These Earnings Justify a More Generous 
Dividend Policy? 


-———— Earnings per Share—_——_, 


St. L., San Francisco, pfd. . . .42.53 
Southern Pacific, common .... 
St. Louis, Southwestern, com. . 9.16 


Mo., Kan. & Texas, pfd. ......10.40 


Annual 
Div. Rate 


$6 
None 

$6 
None 

$4 


None 


1921 1922 


12.42 
9.60 
9.47 
7.72 

10.06 
4.42 

14.29 


1923 
15.48 
47.95 
12.94 
14.71 
13.86 
8.70 
13.55 


8.90 














net income after all fixed charges was 
approximately $550,000,000. This com- 
pares with an average of $431,000,000 per 
annum for the four-year period 1911-1914. 
Yet in the latter period the railroads in 
spite of the lower net income available, 
were paying considerably higher dividends 
than they are at present. Apparently 
those who disburse the railroads’ net in- 
come have adopted a decidedly different 
policy today than that which they fol- 
lowed in years gone by. 

Why is it that the stockholder was 
wont to receive the greater part of his 
railroads’ earnings, whereas he obtains 
only about half of them at present? It 
seems that the majority of our railroad 
directorates have become very conserva- 
tive when the dividend question comes up 
for discussion. Roads whose earnings 
are sufficient to inaugurate moderate 
payments on their stock are reluctant to 
take the step, while many whose net in- 
come would amply justify a more 
liberal rate are content to maintain an 
unduly low one. How are we to explain 
their hesitancy in disbursing to the stock- 
holder the greater part of their income 
which his property has earned? Deter- 
mined by any fair standards, the sum 
available is unjustly small, but those who 
have invested in railroad stocks clearly 
have a right to ask why so large a per- 
centage is withheld. 


Inability to Sell Stock 


The reason is not hard to discover. 
Attention has frequently been called dur- 
ing the last few years to the rising pro- 
portion of bonds to the total railway capi- 
talization. Until recently it was impos- 
sible except in a few instances to sell 
new railroad stock issues at reasonable 
prices. Obviously, investors will not pay 
par for non-dividend paying stocks or 
those whose rate is below the prevailing 
rate of return on capital. As a result 
when betterments and extensions had to 
be financed, it could only be accomplished 
through the sale of bonds. 

Even bonds cannot be marketed, how- 
ever, if they are issued for the full cost 
of the additional construction. The pur- 
chaser of a bond demands that there be 
sufficient equity and this must be provided 
from some source. The equity has been 
maintained by reinvesting in the property 
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a large part of the earnings which other- 
wise would have gone to the stockholder. 
There is consequently nothing alarming 
in the growth of bonded indebtedness in 
the last decade. Sufficient earnings have 
been retained to protect the additional 
bonds. 


Insufficient Return 


Is this, however, an equitable proce- 
dure? And why is the stockholder silent- 
ly allowing the managements, which are 
his representatives, to pursue this policy? 
Certain it is that the country has required 
constantly increasing railroad facilities 
and it is equally certain that this expan- 
sion must go on. But if these facilities 
must be provided they should not be 
financed with funds withheld from the 
owners of the property, when the latter 
are not obtaining an adequate return. In 
1922, forty per cent of the stockhold- 
ers of American railroads received no 
dividends at all and the average rate 
paid on all stock outstanding was 
3.75%. Clearly, this is an insufficient 


return considering the capital invested. 

The stockholder has been assured by 
the railroad managements that his in- 
terests are being served by reinvesting 
in the road and equipment a large pro- 
portion of the net income. He has been 
told that his money can be used to bet- 
ter advantage by employing it to increa 
facilities than by giving him the privi 
lege of spending or investing it accor 
ing to his own inclinations. 

But do the facts support the conclu- 
sion that the enforced reinvestment 
these sums will accrue to the stockhold 
ers’ benefit? It is a difficult assumption 
to prove when we consider that about 
$1,500,000,000 has been ploughed back 
into the property since 1914 and yet the 
total dividends today are lower than ten 
years ago. There is no reason to believe 
that the situation ten years hence will be 
any different if the same policy is pur 
sued. If an additional billion or two are 
reinvested in this fashion in the next de 
ade instead of being distributed to th 
owners of the property, the stockholder 
will probably be confronted with the ide: 
tical situation which exists today. 

It is improper to continue to sacrifi 
his interests to those of the general pu! 
lic, for this is what has been done. 
more transportation service is need 
revenues must be sufficient to attract th 
needed capital in competition with other 
security offerings. This involves cont! 
dence on the part of the investor that th 
railroads will be permitted to earn sufi 
cient income and also that an adequat: 
portion of this income will be paid out 
dividends. 


Fairer Attitude Towards Roads 


There has been increasing evidence du 
ing recent months that the railroads cai 
expect just treatment from the govern 
ment. A multitude of new bills designed 
to hamper the carriers were introduced 
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at the last session of Congress but with 
no success. The two major political par- 
tics have adopted as part of their plat- 
forms planks favorable to the railroads. 

A short time ago the Interstate Com- 
merce Commission was besieged by the 
agricultural bloc which demanded a re- 
duction in grain rates. After exhaustive 
hearing the Commission reached the de- 
cision that the facts did not justify such 
a reduction since the farmer’s predica- 
ment was attributable to world economic 
conditions and was not due to excessive 
freight rates. In addition it clearly saw 
that compliance with this demand would 
have a serious effect upon the western 
roads which were in no position to have 
their revenues depleted. This act‘on on 
the part of the Commission in the face 
of all the political pressure which must 
have been exerted, has been in good mea- 
sure responsible for a gradually return- 
ing confidence in railroad securities. 

If present rate levels are undisturbed 
it is probable that the roads will soon 
be able to obtain a 534% return on the 
value of their property. Although there 
will be temporary recessions in the 
volume of traffic such as we have expe- 
rienced during the past few months the 
trend will* undoubtedly continue upward. 
The United States has not reached the 
peak of its economic development. The 
railroads are constantly increasing their 
efficiency by improving their technique 
and effecting new economies. A combi- 
nation of these factors can safely he 
counted upon to provide a more satisfac- 
tory net operating income if further in- 
roads upon the railroads’ revenues are 
forestalled. The Grain Rate Decision has 
provided a precedent which, let us hope, 
will be followed in future cases of simi- 
lar nature. 


More Generous Dividends Essential 


Equally important in the restoration of 
railroad credit to the plane which it occu- 
pied before the war is a radical change 
in the dividend policy of many of the 
companies. It is not only unjust to de- 
prive the stockholders of a large share 
of the income which is being earned, but 
furthermore, new capital will not be 
forthcoming until that already invested 
is being paid a more adequate return. 
Every inauguration or increase of a rail- 
road dividend gives an impctus to the 
growing realization that the railroads are 
once more in a secure financial position. 
The situation today is such as to inspire 
confidence and it is the duty of the rail- 
roads themselves to help promote this by 
assuming a more liberal policy toward 
their stockholders. 

Of course, no attempt has been made 
here to level an attack on railroad man- 
agements for their failure to increase the 
dividend rates to shareholders, for the 
problems facing railroad officials in this 
regard are well understood. However, it 
should be clear that if railroad labor has 
a right to be heard, that if the shipper 
must be given his due, that if the public’s 
rights are to be protected, it is none the 
less essential that consideration be given 
the patient railroad shareholder. 
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For many years, the owners of these 
securities have had to stand by and wit- 
ness a shrinkage in the value of their 
principal, accompanied by a decline in in- 
come. If any group has had to stand 
the brunt of war and post-war conditions 
it is indeed the holder of railroad secu- 
rities. Now that earnings are showing 
a broad tendency to develop on a satis- 
factory scale, there is no need to further 
deprive the railroad investor of his just 
dues. Railroad managements need not 
fear public opinion in raising their divi- 
dend rates, where warranted by earmngs 


and physical condition, for there is ample 
proof that the majority of railroad inves 
tors has certainly not benefited conspicu 
ously from the events of the past ten 
years. Let the shareholders, 
make their voice be heard. 


therefore, 


Obviously, if the railroads expect to 
continue to improve their financial posi 
tion through raising 
essential that they be able to do this 
through stock offerings. It is doubtful 
that this could be accomplished without 

— : 
an increase in the dividend rate 


new funds, it is 
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In the above graphs, the “trend line” 
an approximation of the results actually obtained. 
exactitude could hardly be claimed for these “trend lines,” 


approximate correctness will be instantly apparent to the eve 
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While perfect 
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* Prize Contest: 


The Best Investor I Ever Knew 


How He Conducts His Operations—His Precau- 
tions Against Loss—Why He Has Been Successful 


By A. CAMPBELL 
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over fifteen years a perma- 





S a regular and appre- 
ciative reader of your 


active and progressive 
magazine, I was very much 
interested to see, sometime 
ago, the announcement offer- 
ing $50 for the two best ar- 
ticles on: 

(1) The Best Investor I 
Ever Knew. 
The Best 
Ever Knew. 

The first of these two sub- 
jects has appealed to me 
very strongly because one of 
my closest personal friends 
of over twenty years stand- 
ing is the best investor I ever 
knew, and I thought I would 
write and tell you of him. It 
is, therefore, to the first that 
I confine myself. 

This is my maiden con- 
tribution to a public maga- 
zine, but I am prompted to 
essay forth in this new role, 
in the hope that the follow- 


(2) Trader I 
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Traders 
WALL Street. 

Under this contest, readers were invited 
to submit studies of the methods pursued 
by the men of their acquaintance who had 
been most successful in the investing and 
trading field. Though two prizes were 
offered only one is awarded, that for “The 
Best Investor I Ever Knew,” as none of the 
articles submitted for the Traders’ Contest 
met the requirements. 

This article will repay a careful reading, 
especially on the part of newer investors. 
It tells, in simple terms, how one wise man 
succeeded where so many others have 
fallen down and suggests a line of conduct 
which almost any educated and intelligent 
man could himself follow. 


This interesting story from life has been 
awarded first prize in the Investors & 
MAGAZINE 


Contest of THE 


nent record of the prices of 
ten leading railroad, and a 
number of industrial and 
other stocks, which he aver- 
Or ages up, and thereby obtains 
an index to the general trend 
of the. market in each class 
of stock day by day, week by 
week and year by year. He 
also makes a record of the 
weekly statement of the Fed- 
eral Reserve bank which 
serves as a guide to general 
financ'al conditions and _ indi- 
cates the trend of the money 
market. 


How’ Trade Indications 
Are Recorded 


indications are re- 
the use of such 
statistics as railroad reports, 
car loadings, steel and other 
basic metal and staple com- 
modity The fore- 


Trade 
corded by 


reports. 




















ing story may be of some 
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going looks very voluminous, 








assistance to many young 

people who are desirous of 

improving their financial position year 
by year so that as they near the time 
when their earning capacity begins to de- 
cline, they may possess a few sound in- 
vestments, the return from which will 
insure for them a comfortable and happy 
eventide, and something for those who 
come after. 

This is not the story of a giant of 
finance who deals in millions and con- 
trols markets by the magnitude of his 
operations. It is a simple story of an 
ordinary individual who, with no more 
stock-market information than can be 
acquired by anyone who cares to take the 
trouble to look for it ,has made his in- 
vestments a most interesting study and a 
source of pleasure and profit to himself. 

My friend, who is a young man in hs 
early forties, has been investing in stocks, 
with marked success, for about twenty 
years, adding steadily year by year to the 
slender capital with which he commenced 
his operations. Today he is a man of 
independent means, if not of consider- 
able wealth. This is not all due to his 
stock-exchange transactions, but the 
greater part of his financial success is 
attributable to the logical manner with 
which he avplies his general business 
acumen to the difficult problem of select- 
ing sound and remunerative investments 
for his surplus funds. 

My friend, who is a keen student of 


840 


economics, has made a careful and con- 
stant study of market movements for 
many years and has endeavored to antici- 
pate the change in sentiment which is 
reflected in the market prices on the Stock 
Exchange. The stock market always 
seems to “sense” the future, and prices 
advance in anticipation of better results 
from trade, business or some other favor- 
able factor, which is only apparent to 
those few who study and observe these 
changing conditions. 

In the same manner, when stocks are 
selling at fairly high prices, and paying 
dividends which seem to justfy them, the 
market, seemingly for no apparent rea- 
son, begins to recede, and it is only after 
the dividends have been reduced owing to 
the falling off in trade or business that 
most people awaken to the fact that the 
market has been discounting or anticipat- 
ing these unfavorable features for a long 
time before they actually materialized. 

Temporary reactions and narrow mar- 
ket fluctuations are not given much con- 
sideration in my friend's diagnosis, for 
the simple reason that he is in the mar- 
ket as an investor, and holds stocks prin- 
cipally for income with the prospect of 
obtaining an increase in capital value as 
well. . 

With the view to keeping in close touch 
with the cause and effect of market move- 
ments, my friend has compiled daily for 


but it is not so formidable 
as it appears. To record all 
that is required, only takes an hour or 
two each week, and it is well spent time 
when you consider the amount of valu- 
able information this represents, when 
properly tabulated and charted for future 
reference and guidance in determining 
the trend of markets generally. 

The selection of stocks for investment 
does not present a great deal of difficulty 
to one who keeps himself so well in- 
formed as my friend does. The method 
followed is to buy only the best, at a rea- 
sonable price. Cheap stocks, like every- 
thing else, are dear at any price and 
should be avoided. The greatest diffi- 
culty is to accurately gauge the proper 
time to make the purchase, and to be able 
to recognize value in any stock when you 
see it. It is impossible to gct in at the 
bottom and out at the top, but the idca is 
to strike the happy medium. 

Before my friend buys any stock, he 
always puts it through the “Acid Test” 
of a general analysis as to financial status, 
past earnings, future possibilities mea- 
sured against other companies in the same 
line of business. The market record, 
which is easily seen from the record of 
highest and lowest prices over a period, 
is carefully scrutinized, in order to make 
sure that the stock has a good and free 
market, and that it is quoted regularly 
on the Stock Exchange. My friend never 
neglects this most important point. 
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my friend does not hold 
stocks aS a permanent 
investment, but endeavors 
to take advantage of op- 
portunities to realize any 
of his holdings which, 
from time to time, show 
a substantial appreciation 
in capital value, with the 
view to reinvesting the 
proceeds thus obtained 
other stocks intrinsi- 
ly cheaper or rebuying, 
lower levels, those pre- 
usly sold. 





Before Making an 
Investment 

efore making an invest- 
t, conditions generally 
t be favorable to an im- 
ving market. Through 
constant compilation 
study of the statistics 
vhich I have already re- 
ed, and the habit of in- 
study of goo 1 
publications, my 
iend is always well in- 
med on present market 
ditions, and very shrewd 
orecasting not only the 
ire trend of the market, 
also that of individual 
ks. To take a proper 
of the future condi- 


gent 
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May 5th. 1924. 


Traders & Investors’ Contest. 
The Lagesine of Yall Street. 
42 Broadway 

New York City. 


The Zest Investor I ever knew 


Enclosed, herewith, I beg to send you my contribution to the 
above named competition. I am very mach interested and have noted with « 
erect deal of pleasure the high ideals aimed at by your splendid magazine. 
As & constant reader, I have found the articles of creat assistance to me, 
and look forward to esch issue eagerly for further enlightenment on many 


subjects which have been previously more or less obscure to me. 


I trust that ry contribution to t\e competition is slong 


the proper lines and hope it may receive favorable consideration. 


In any cise sllow nc to congratulate The Magasine of ell 
Street for its splendid work in a difficult field in the past, and send oy 


best wishes for its continued success in the future. 


Very truly ycurs. 


Maupbef 


found satisfactory, the stock 
would be bought at the 
market price, paid for and 
taken off the market. I 
would like to say here that 
when my friend has made 
up his mind to buy he 
never fixes a jimit but buys 
at the market, as he con- 
siders if the stock is cheap 
a point or so either way 
does not make any differ- 
ence. 

Now according to my 
friend’s reasoning, business 
is likely to be 
some time, and consequently 
he will invest on this fa- 
voralie opportunity. He 
will make a selection from 
the list of good stocks, 
which he always keeps right 
up to date, of those show- 
ing the best possibilities 
according to his ideas, and 
many of each 
spread his 
risk, and also take them off 
the market. 

He still continues to keep 
statistics and 
those applying on the indi 
vidual stocks regularly, and 
thereby keeps in close touch 
with the market. When 
any of the stocks purchased 
reaches a price at which it 
is considercd to 


go “l for 


purchase so 


1. 
cass so as to 


his general 
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vision or imagination, 
h must not be of the 
ractical variety, but founded upon the 
tical basis of past experience. 

order to illustrate my friend's mo 
operandi, let us suppose he 
ce to buy a stock about which he was 


reccived 


familiar, he wou'd very carefully in- 
igate its financial position, and also 
arning caracity Lased upon the capi 


mployed in the business. He pos- 
es the useful faculty of being able to 
yze a financial statement from which 
would prepare a plain statement of 
thing but essentials, showing what the 
pany owes, and the net worth, 
ther the assets in which the company 
its resources tied u» in were any- 
like the book value, in a 

of course, or whether they could only 


general 


egarded as “Permanent investments.” 
this with the 
ther the company had its funds 
fairly liquid state, or other- 
He would also make a 
immé of the earnings less 
fixed charges on 
e, and show the 
unt that would 
ivailable to the 
kholders in 
way of divi- 
Ils. This state- 
ment would form 
the nucleus of a 
rmanent rec- 
of the stock 
which would 
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view to ascertain 


later 
which 


be added from time to time any 
information bearing upon same, 
would be culled from the daily press and 
firancial newspapers and magazines. 

If the financial position is satisfactory, 
the question of price has next to be 
looked into. As I remarked before this 
would be carefully checked up against the 
highest and lowest prices for the stock, 
and the record of earnings will show 
whether they are sufficient to warrant the 
current price of the stock, or point to an 
over or under valuation. Trade condi- 
tions generally, and that of the stock un- 
der review particularly are carefully con 
sidered to determine whether the stock is 
likely to prove a desirable investment 

All things considered (the financial po 
sition of the company, its earning ca 
jacity, the general trade and _ financial 
out'ook, the market price, an absolutely 


counted its future 
pects, it is sold out and the 
reinvested in other 
which is considered to have greater pos 
sibilities when measured by the usual 
standards, which I have already described 
On the cther hand, as 
pens, a stock purchased may net come u> 
to expectations, not so much from a mar 
ket standpoint, but rather from that of 
its own yarticular business. In 
a switch to another stock would he the 
order of the day 


pros 


proceeds some stock 


sometimes hap 


this case 


Getting Out Ahead of the Public 


there 


stocks fo 


Of course, generally « 


time 


omes a 
value, 
and that is the time when the general pub 
lic are usuallly well into the market, and 


when all down in 


cannct get out unless at losses which con 
tinue to grow every «ay As a 
rule, long that 
friend, through the constant study of his 

market larometer, in addition to his 


heavier 


general before time, my 


excellent judgment, has seen the 
change coming, and has pre 
pared for the falling mar 

ket by systematically 

selling out his hold 

then 
stay 


ings, and is 
prepared to 
out of the 
ket for some time, 
until 
adjust themselves 


rar- 
conditions 


again. During 
1919, he made 
much money, 


(Please turn to p. 992) 
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T was early last Spring that Dr. John- 
I son suffered a serious financial set- 
back. Of course, he was not exactly 
a fit subject for the Bankruptcy Court, 
jor he still had an excellent practice— 
and $40,000 in Life Insurance. He also 
had a wife, and two healthy youngsters. 
But—a slick-tongued salesman who was 
now of parts unknown, had finally suc- 
ceeded before his deperture in sending all 
the rest of Johnson's wealth scurrying 
into other hands. 

“It has been a costly lesson, Frank,” 
he groaned, “but hereafter, you can just 
bet that my money and speculation will 
never become acquainted !” 

“Well,” I agreed, “that sounds like a 
pretty sensible resolution under the cir- 
cumstances, and there is no time like the 
present to act upon it.” 

He stared at me for a moment. “Act— 
now!” he cried. “Why man, I haven't 
a security left to my name.” 

“Yes, you have Life Insurance,” I cor- 
rected, “and if I am not mistaken, it 
would a!l of it be paid in cash to your 
wife if you should die. Just fancy her 
with two small children and $40,000 in 
cash to leok after. Do you imagine that 
you are the only one who can make un- 
wise investments in all good faith, old 
man? See here, you 


Dr. Johnson and Mr. Morton 


Two Men Who Faced a Financial 
Problem and How They Solved It 


By C. F. Hayes, Jr. 


tunately, am not. If you wish, you may 
later add to this trust fund sufficient 
income-producing securities to pay those 
premiums which you must now keep up 
yourself. You may also reserve the right 
to revoke this trust at any time if you 
desire, but this will throw the principal 
into the wheels of the Federal Estate and 
State Inheritance tax machinery. These 
days, they are apt to grind very power- 
fully. Under the Revenue Act of 1924, 
such income, of course, must be included 
anyway, in computing your own Federal 
Income Tax. 

I paused. Johnson scratched his finger 
nail on the side of the desk while he di- 
gested this proposition. 

“Well,” he said finally, “you see, it is 
just this way, Frank, I could never begin 
to explain all that over to my bank. They 
would think me crazy! But I think it 
would be a mighty fine plan.” 

“Not at all,” I retorted, “just ask them 
to go into their Insurance and Funded 
Insurance trust service with you. They 
will be only too glad to do so.” 

He put his first bond into the trust yes- 
terday—to help him pay his premiums. 





Alexander Morton had always wanted 


to travel. For that matter, I had been 


aware of such a disease in my own sys- 


tem for some years, and it seemed rat! 
ironical that he should come to me t 
other day to so arrange his affairs that 
might leave for: an extended world tow 
this summer without a care. 


“Al” is married, and has just one child 


—a married daughter Sally, who is t 
“apple of his eyé.” So much so, inde 
as to render him somewhat unduly cr 


cal of the business acumen of his young 


son-in-law, I fear. Morton is one of th. 
“old school,” you know, and to them, t! 
present-day youth is often very much 

a mystery in business. Morton's wealt! 
is modest, and it has been hard earn 
Presumably, he offers very little obj: 
tion to his son-in-law being in “sh 
sleeves,” but he is strenuously adver 
to Sally being in nothing but “gingham 
—cr his future grandchildren without 
that college education which he himsce! 
had never been able to afford. 

For several years past, Morton had 
heen in the real estate business, and apart 
from that form of wealth, his inventor 
showed merely a goodly number of secu 
rities. 

His Real Property consisted chiefly « 
tenement houses in those districts of tl: 
city which were fast developing into busi 
ness sections. 

His Securities 





cannot change your 
policies to the in- 
come plan—nor can 
afford to buy 
insurance at 
this time. But this 
much you can do. 
Just you trot those 
policies over to your 
bank at once. As- 
sign them to it as 


you 
more 


VERBUM SAPIENTI! 


ACK in the good old days of “wooden ships and iron men,” 
there lived in New York a young ferryman whose worldly 
wealth was possibly $10,000. Years later, he passed along to 
his children a fortune estimated at over $100,000,000. 
present, the family wealth has been variously appraised at any- 


where from $250,000,000 to $500,000,000. That man was Cor- 


were merely the 
usual miscellany of 
stocks and_ bonds 
incident to th 
strong box of th 

average busines 

man. Some of them 
were reasonably 


At 


safe, while others 
required a_ policy) 
of “watchful wait 


trustee. Have a le- 
gal agreement drawn nelius Vanderbilt. ing” at all times. 
up in which, if you The end of De 
should die, $40,000 Ata slightly earlier period in the history of New York, an- cember, he expects 
will be collected other young man arrived from the Old World with a small to sail on the “Gi- 
by the bank, and f F . 2 z gantic free and 
cuits tenceel stock of musical instruments as his main worldly possession. clear tor Ghee Ses 
time in his life « 


During the life of 
your wife, the bank 


He, too, eventually passed along to succeeding generations a 
fortune estimated at many millions of dollars. Likewise, in his 


those cares of mat 
agement which hay 


would then assure ee 
ie dail en canon case, are we told that the dollars have now multiplied them- a «aan 
income from that selves several times over. This man was John Jacob Astor. incident in all of 
wealth that is com- his business and 
patible with safety. Only recently, accounts have been filed in the Surrogate family affa'rs un t 
At her death, the Court of New York by trustees of seven trusts created under the present time. 
trust fund would be the will of J. P. Morgan, Sr. It appears that these trust funds Free, too, from a 
paid to your chil- certain feeling « 
fon 26 atin (aggregating $10,300,000) produced from January 1, 1916, to enensinsss whieh: 1 


as you may direct. 
The bank will charge 
you no mre than 
I should have to 
for such service— 
and it is perpetual, 





January 1, 1924, an income of $4,614,961, or an average of more 
than 5% a year. 


Evidently, the old adage about “Three generations from shirt 
sleeves to shirt sleeves” does not have to be correct! 


has always had in 
regard to the fu- 
ture conservation 
and prosperity of the 
welth which he re 
(Please turn to 


page 886) 








whereas I—unfor- 
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Grain Market Bears 


One bull they cant beat ! The Second Payment 
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The Magazine of Wall Street conducts a Straw Vole for President 
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The High Cost of Raising Money 


Up to 60% for New Promotions, and 25-35% 
for Successful, Going Concerns the Price Paid 
—What Is the Reason, and Is There a Remedy? 


HAT does it cost to raise new 
W money for business purposes? 
There can be no reply to that 
question in a few words, other than the 
unsatisfactory answer, “That depends—” 
The answer rests upon a great variety 
of factors; whether the new money is to 
be raised by the sale of bonds, preferred 
or common stock; for what purpose the 
money is desired; nature of the business 
into which the money is to go; record of 
success of this particular preposition and 
others in the same line; integrity and 
ability of the management; necessity for 
raising the money, etc., 


By BARNARD POWERS 


amounts they succeed in extracting from 
the gullible investing public is consider- 
able. And if the fakers are careful 
enough to observe the legal forms it is 
very difficult to convict them. Fortunate- 
ly. the great development of investment 
intelligence during the last decade has 
made the task of sellers of fake issues in- 
creasingly hard. No investor need be taken 
in by such propositions if he takes the 
trouble to investigate, not only the propo- 
sition, but the records of those behind it. 

“The cost of raising money for new 
enterprises is closely approaching a pro- 


of acts of others. On the subject of the 
cost of raising promotion money, there- 
fore, he is in a position to speak with 
authority. Asked to explain his statement 
to the effect that the cost of raising new 
money is now almost prohibitive, he said: 

“In the first place, there has been a 
profound change in fundamental condi- 
tions in the country during the last twenty 
years. You must realize that as a coun- 
try grows older and becomes more popu- 
lous and more developed, speculative 
opportunities decrease. Business becomes 
more specialized and organized, there are 
fewer virgin fields to 
be developed. New 





etc. 





The matter of raising 


enterprises tend to be- 
come projects which 





money naturally groups 
itself into four classes, 
“fakes,” promotions, 
new financing and re- 
financing. 

The number of fake 
promotions, or “fakes” 
as they are known, is 
much less than that of 
any of the other three 
classes but still numer- 
ous enough to warrant 
some space in this dis- 
cussion. Incredible as it 
may seem, there are 
many individuals and a 
number of “finance” con- 
cerns in this country 
engaged in selling secu- 
rities which are known 
to be worthless and 
which the sellers know 
to be worthless. Such 
sellers are merely in- 
corporated _ pickpockets. 
They use the stock cer- 
tificate instead of the 


co 
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and business 


VERY citizen knows how greatly costs 
have risen in other directions. 
many of us realize the almost prohibitive level 
to which the Cost of Raising New Capital has 
soared. 
Mr. Powers shows that it is no unusual thing 
for a new undertaking to have to pay as much 
as 60% of its initial capital to cover “Promotion 
Expense,” while even successful, going con- 
cerns must pay an average of 25-35% for funds! 
Why this condition exists and how, if at all, 
it might be remedied, the author tells. 
ticle should be a revelation to most investors 
men and is especially recom- 
mended for the consumption of two classes: 
First, those unable to account for the high Ratio 
of Failure in the field of legitimate promotions; 
secondly, those who attribute the High Cost of 
Money to banker-rapacity. 


But not 
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compete with established 
lines. To succeed, there- 
fore, not only adequate 
capital is required but a 
high degree of execu- 
tive ability. The re- 
sistance of entrenched 
capital is becoming more 
and more formidable. 
“Years ago an inven- 
tor with an idea and a 
few thousand dollars 
could build up a_ for- 
tune for himself without 
much trouble, provided 
had a modicum of 
that quality which most 
inventors lack—business 
acumen. Now see what 
the inventor is up 
against! His idea may 
be sound and _ brilliant 
and his business talents 
unquestioned. But the 
first thing he bumps into 
some large corpora- 
with millions of 
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the diamond drill. They 
select propositions with 
the best “talking points” and which can be 
most easily dressed up to be made to look 
attractive to the uninformed investor. 
They do not expect or even attempt to 
build up a going concern and go through 
a minimum of construction and devel- 
opment work necessary to give the 
proposition a semblance of legitimacy. 
Needless to say the ccst of raising money 
on such a basis is 100%. As long as buy- 
ers are to be found, the company remains 
in existence, in fact it lives as long as 
there is any cash in its treasury. The 
managers use up the company’s funds in 
“salaries” and expenses and when the 
field is worked out and the money spent, 
the corporation is allowed to die. 

While the number of such fake promo- 
tions and promoters is not large, the 
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hibitive figure.” This statement was made 
to the writer by a man who has probably 
raised more promotion money, over a pe- 
riod of thirty years, than any other indi- 
vidual in this country. He is an exceed- 
ingly interesting character and his rec- 
ord, as might well be expected, is one of 
signal successes and equally marked fail- 
ures. He is a master salesman and of 
the type in which hope springs eternal. 
He is credited with being the originator 
of many of the advances scored in the 
practice of security salesmanship in the 
last quarter of a century, including the 
“school system” of training salesmen now 
so much in vogue. All his enterprises 
are honestly conceived and if many have 
failed, they have been honest failures or 
else their non-success has been the result 


ests may be adversely 
affected by his invention. 
He can probably sell out to the big in- 
terest provided he is willing to accept a 
pittance. Otherwise the big company 
attacks him in the courts and by the de- 
lays possible through legal red tape, can 
tie the inventor up for seventeen years, 
if his bankroll and his life should happen 
to last that long. I recall a recent in- 
stance of an inventor who originated a 
revolutionary process in connection with 
fabrics. He sold out to a big company 
because he was not in a position to pro- 
tect his rights. He received in the neigh- 
borhood of $100,000, but the corporation 
has probably made at least $20,000,000. 

“Such conditions make it increasingly 
hard to put over new propositions and the 
harder it becomes the more expensive the 
putting over. 
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“It may surprise you to know that by 
far the great majority of promotion ideas 
are intrinsically sound and meritorious— 
I am speaking now only of where honest 
men are concerned. It may also surprise 
you to know that 90% to 95% of new 
promotions fail because the financial 
hackers fail to put over their issue. In 
other words, incomplete or inadequate 
financing. If new promotions were han- 
dled only by experienced financiers the 
percentages of failures would be tremen- 
dously reduced for, as I said before, most 
new promotion propositions are inher- 
ently sound. When you take the remain- 
ing small percentages of promotions 
which are adequately financed and con- 
sider the other reasons for failure, such 
as poor management, internal dissensions, 
competition, faulty product, incalculable 
developments such as business slumps or 
panics, you will appreciate why so few 
ever reach the high ground of success. 

“I myself was instrumental in raising 
$2,000,000 for a company backed by the 
best people. Our product was an adding 
machine which apparently was a perfect 
product. The company failed eventually 
because the product in actual operation 
developed defects which did not appear 
in tests. It is one thing to produce some- 
thing which people who know all about 
it can operate, and another thing to put 
out something which the public can suc- 
cessfully operate.” 

A recent striking instance of the high 
cost of promotion is the case of a gaso- 
line proposition for which approximately 
$750,000 was raised at a cost of 65%. 
Prohibitive indeed! The company re- 
ceived hardly more than a third of the 
money raised which was entirely inade- 
quate. Absolute failure was avoided by 
the directors who, by the way, are as fine 
a body of business men as one might 
expect to find, by raising $100,000 for im- 
mediate needs and clapping a bond issue 
on the company to provide the necessary 
additional funds. The trouble was that 
the directors, all of whom were actively 
engaged in their own particular lines of 
businesses, relied entirely upon their 
“banker” who milked the proposition. 

Probably one of the chief reasons not 
mentioned by the indi- 
vidual above quoted but 
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HE ONCE PAID 48% FOR 
MONEY! 
When Mr. Durant directed the 
General Motors Co., 
forced, at one time, to pay nearly 
half the value of the capital raised 
And 


General Motors was a successful 


he was 


to cover the costs involved. 


enterprise! 





his mind, 25% merely represents the ra- 
pacity of bankers and financiers leagued 
in a sort of silent conspiracy of the devil. 
Let us look at figures. 

First let us take a theoretical 
an individual or group of individuals who 
wish to raise, say, $2,000,000, to build 
an industrial plant to manufacture a new 
product. This sort of a proposition is 
one which a bank cannot touch unless the 
individuals are willing, and their credit 
is sufficient to personally endorse the 
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company’s notes. To the promoters, the 
banker seems “hard-boiled,” but if they 
stopped to figure it out they would per- 
ceive that the banker is taking the only 
attitude possible. The banker is a cus- 
todian, in the strictest sense, of the money 
of his depositors and has no right to in- 
vest it where there is any appreciable ele- 
ment of risk. 

The only recourse, outside of private 
capital, is for the promoters to incor- 
porate and offer the securities of the new 
company to the public. There is no dif- 
ficulty about incorporation, in fact that is 
about the easiest thing in connection with 
the entire matter. Let us say that they 
incorporate for $2,000,000 preferred and 
$4,000,000 common stock. The next step 
is to find someone to sell the stock to the 
public. 

Easier said than done. There 
be plenty who are willing to tackle 
the job, but the problem of finding an 
individual or organization to sell the issue 
in a comparatively short time, honestly, 
and at a minimum cost is by no means 


easy. 


may 


Such an individual or organization will 
demand from 25% to 35% of the cash 
proceeds of all sales, an overriding cash 
commission of 5% and an additional com 
mission of 5% to 10% in common 
stock. Extortionate as this demand may 
appear it is not as bad as it looks. In 
the first place, the manager must 
pay his salesmen from 15% to 25% in 
cash from the proceeds of what they sell. 
Stock selling in new propositions requires 
a special type of individual and to find 
such men who have the selling qualifica- 
plus the virtues of 
perseverance, is not easy. ‘Such men can 
command and get from 15% to 25%. In 
this particular case, let us take an 
age of 20%. 


from 


sales 


tions honesty and 


aver- 


does not 
possess an organization, must build one. 
That takes time and money He must 
hire office space, print his literature and 
letterheads, employ a man to take direct 
charge of his salesmen and g.t new men 
as the ranks thin, advertise in the 
papers, organize his office force 
provide for his overhead. H« 
his overhead, 
cludcs legal expenses 


Now the sales manager, if he 


news 
in short, 
hgures that 


which in- 








easily to be read between 
the lines, why it is more 
difficult and hence more 
costly to put over pro- 
motions, is that the pub- 
lic has begun to perceive 
in a dim way that the 
chances for success of 
promotions are so slight 
as to have almost 
reached the vanishing 
point. Successful promo- 
tions are on the decrease 
in this country. 

The average 
man who borrows money 
his bank at 6% 
understand why 
25% at 
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business 


from 
cannot 
it should cost 
least, to raise new capi- 
tal for plant extensions 
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“Theoretically, it 
sound business organizations should 
not have to pay apparently extortion- 
ate rates for new capital. 
and practice are two entirely different 
things. 

“If there is a cheaper way by which 
the problem may be solved, it has yet 
to be evolved.” 
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may seem 


But theory 


and in fact every 
pense in connection with 
the sale of the stock, 
will run from five to ten 
per cent according to 
the length of time it 
takes to sell the 
Sometimes, expenses eat 
up all the profits and it 
is safe to say that of 
the 35% cash 
allowed to the sales 
manager, he nets usually 
considcrably than 
5%. In some cases, the 
company bears the 
expense in which event 
the sales manager will 
ask for a salary of from 
$100 to $500 weekly, 5% 
of the cash received and 
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A Pool That Failed 


Reasons for the Astonishing Advance and 
Equally Astounding Decline in Colorado Fuel 
& Iron Common—Was “the Wolf” to Blame? 


By WELDON CHASE 
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O better example of pool manipu- 

lation can be found than in the re- 

cent gyrations of Colorado Fuel & 
Iron common. An essential for success- 
ful pool operations is a hopeful uncer- 
tainty with the prospect of large profits 
should the uncertainty become an actu- 
ality. The oil situation in Colorado, 
where the Colorado Fuel & Iron Co. 
owns acreage in various parts of the 
state, afforded an ideal background for 
pool operations. 

Incorporated in 1892 as a consolidation 
of the Colorado Coal & Iron Co. and the 
Colorado Fuel Co., the Colorado Fuel & 
Iron Co. was formed as a freight pro- 
ducer for the Denver & Rio Grande. 
More than twenty years ago the Rocke- 
fellers became heavily interested in Colo- 
rado Fuel, chiefly through its bonds, and 
have been regarded as the controlling in- 
terest ever since. 
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In June, when reports of “oil in Colo- 
rado” began to be bruited throughout 
the Street a speculative group was quick 
to grasp the opportunity and formed a 
pool in Colorado Fuel & Iron common. 
The pool began its accumulation of the 
stock in the early thirties, and before the 
end of the month had run the price up 
to 47%. On June 29 J. F. Welborn, presi- 
dent of Colorado Fuel & Iron Co., issued 
a statement in which he said: 


“Some oil companies, apparently 
believing that there may be oil on our 
lands, have sought agreements for ex- 
ploration. We have deemed it un- 
wise to spend money for this purpose 
providing satisfactory terms can be 
secured from competent oil com- 
panies. Such terms have recently been 
offered by reliable companies and we 
are now making a lease on one of 


our small tracts of land. Leases on 
other tracts may follow. The com- 
pany will, in this way, without ex- 
pense to itself, ascertain whether 
there is any basis for belief that oil 
exists on its properties.” 


A conservative statement and one that 
undoubtedly gave the facts. But the 
pool engaged in bulling the stock also 
operated its own publicity mill and suc- 
ceeded in creating the impression that the 
statement implied much more than it ac- 
tually said. Those who bought the stock 
on the way up did not stop to consider 
first, that there was no assurance that 
there would be any oil on Colorado Fuel’s 
lands and, secondly, that as the land un- 
der consideration had been leased the 
company could realize only a_ royalty 
profit in case oil was discovered. More- 
over, it requires a very large amount of 
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“It is one thing to put a stock up, and another thing 
to distribute it on the way up and at levels showing 
satisfactory profits. ...If you cannot ‘distribute’ at 


satisfactory levels after a big advance, you may have 


considerable difficulty in ‘distributing’ in any consider- 


able amount on the way down.” 








o materially increase, on a royalty 
the earnings per share of a com- 
like Colorado Fuel with more than 

$36,000,000 of stock outstanding. 
by the second of August, Colorado 
common had been manipulated to 

e $50 a share. Somewhere on the 

way up, according to reliable reports, a 
second pool was formed which took the 
stock of the first pool and continued the 
manipulation. 


Others Join the Game 


Still other groups joined in the merry 
game and on transactions totaling 34,600 
shares, large for this issue, the common 
vas boosted to its high price of 54% on 
\ucust 5. At the latter figure, the ad- 
vance represented a gain of 21% points 

the low level in June and a gain 

29¥% from the low for the year of 247% 
made in February. The extreme advance 
represented a market appreciation of near- 
ly $11,000,000 in Colorado Fuel common 

the concern had begun to be regarded 
oil rather than a coal, iron and 
stecl company. Meanwhile, not a drop 
il had come out of the ground leased 

r was there any assurance that there 
vould. 

Now it is one thing to put a stock up 
ind another thing to distribute it on the 
way up and at levels showing satisfac- 
tory profits. Anyone with money can put 
up a security by simply buying all that 
is offered. The issue goes up as long as 
the buyer’s money holds out. But it re- 
juires rare skill to put a stock up and 
give it the indications of going still higher 
vhile in reality liquidation is in process. 
If you cannot “distribute” at satisfactory 
levels after a big advance, you may have 

iderable difficulty in “distributing” in 
any considerable amount on the way down. 


is an 


Someone “Pulled the Plug” 


For somewhat more than a couple of 
weeks after the high price of 54% was 
made, the pool or pools operating in the 

had comparatively smooth sailing. 

on the 15th of August, transactions 

ran up to nearly 27,000 shares and on the 
2ist trading totaled 16,300 shares. On the 
first mentioned date, the issue sold off 
ths of a point and on the second date 
134 of a point from the closing of the pre- 
vious days. Ordinarily this might be in- 
terpreted as orderly liquidation by the 
insiders but from the happenings on the 
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apparent that 
manipulative 


it became 
rocking the 


25th 
was 


22nd and 
someone 
boat. 

August 22 was a dark day for the pool 
managers of Colorado Fuel & Iron com- 
mon. On transactions of approximately 
64,000 shares the issue was knocked down 
63% points, and two days later, on trans 
actions of 68,000 it was pushed down 7% 
points additional. In the parlance of the 
Street someone had “pulled the plug,” for 
such violent plunges are always signals 
of distress and not the methods of suc- 
cessful pool operators. In four brief days 
Colorado Fuel & Iron common lost ap- 
proximately 71% of the advance made 
since June. 

Who was responsible for breaking the 
market for the stock? Did one pool sell 
out on another or was it the work of 
some outside individual who saw an op- 
portunity and had_the nerve and capital 
necessary to go heavily short and scare 
the pool operators into unloading in 
ranic? The tape does not give the an- 
swer to these questions and you may take 
your pick of the numerous explanations 
and rumors going the rounds of the 
Street. 


Work of “The Wolf?” 


One picturesque report is to the effect 
that David Lamar, known as “The Wolf 
of Wall Street,” was the sinister indi- 
vidual who upset Colorado Fuel’s specula- 
tive apple cart. The newspaper story 
which has it that the Wolf made $2,000,- 
000 on the short side of the stock may 
be sct down as reportorial license for 
there is no direct evidence. It is known, 
however, that the Wolf is back in the 
Street and the story gained a certain cre- 
dence from the fact that the manner in 
which the back of the pool was broken 
is typical of the manner in which the 
Wolf operates in the market. It was his 
delight, in his heyday, to pick out vul- 
nerable market positions and by a sud 
den and audacious drive, hammer the 
stock until the outsiders would sell pre 
cipitately and give him the desired oppor 
tunity to cover his line of shorts. At the 
present time, however, the Wolf is sup 
posed to be “broke.” Did he have a se- 
cret cache of money or jewels stored away 
to draw upon or did he succeed in obtain- 
ing the necessary financial backing for 
his schemes? The truth is that no one 
knows. And the Wolf has disappeared 
from his den in 20 Broad Street. 


P 
then, 1s 
induce 


The lesson for the investor, 
that, while you may be able to 
somebody to buy what you have to scll 
on the way up, that does not signify that 
there will be any takers on the way down 

The downward plunge of Colorado Fucl 
common was accompanied by reports that 
the wells drilled on the company’s prop 
erties had found only water instead of oil 
In regard to this president Welborn stated 
on August 20th: 

“Drilling on our property has not 
ceased. On the other hand, I understan« 
drilling is just starting on the tract we 
recently leased.” 

So, in reality, nothing 
Except to luckless 
those misinformed individuals who bouglit 
the stock at high prices in hopes of a still 
The lesson is plain 


had happened 


pool operators and 


further advance. 


WAS “THE WOLF OF WALL 
STREET” BEHIND 
THE BREAK? 

Rumor credits David Lamar, 
famous for stock-market coups, 
with having amassed a fortune on 
the short side of Col. Fuel during 
the recent break 
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hat the News Mean 


~ Timely and plain- spoken interpretations of the 
important financial happenings of the day ~ 











ITH the Nickel Plate merger leading the way, it is not unlikely that we are entering into a perioc 


of widespread CONSOLIDATIONS, such as seen in the early 90s. 


The difference between the: 


and now, however, is that the mergers of the great “trust” days were inspired by financial 
greed and characterized by stock watering and market rigging. Economic pressure is the present day 


driving force which is bringing the larger units of production closer together. 


The oil, coffee, rubber, 


paper, packing, chemical fertilizer and leather businesses may find consolidations the remedy for their 


present distress. 


Obviously, consolidations which are dictated by necessity for operating efficiency ani 


are economically sound, will be to the advantage not only to the companies themselves but also to the 
present and prospective holders of such companies’ securities. 


HANGES in fundamental conditions are often 

as imperceptible in their early stages, as the 
change from dark to dawn. The OIL SITUATION 
is a case in point. A few weeks ago the industry 
lay in shadows. Production showed indications of 
increasing rather than decreasing, refined stocks 
were large and price cutting had apparently not 
fully accomplished its purpose in-shutting off wild- 
catting. Then gradually. a glow began to per- 
vade the picture. Not a sudden breaking of the 
clouds, but an intangible lightening of the shadows. 
The change might be described as more psychologi- 
cal than physical. It was, perhaps, a belated recog- 
nition of the fact that consumption can absolutely 
be depended upon to increase while production 
cannot. Paragraphs began to appear to the effect 
that the worst of the oil depression was over. The 
decline in California’s output, strike interruptions 
in Mexico, doubt as to the continued large output 
from the midcontinent fields and the large decrease 
in July gasoline stocks were among the outward 
manifestations. The oil stocks began to recover 
from their leth- 


son for the increase in the tire manufacturing busi- 
ness. The securities of the important companies 
in this field are in an interesting position and 
should be watched. 


* * * * 


PROTECTIVE committee of CHESAPEAKE 

- & OHIO stockholders has been formed to op 
pose the terms of the Nickel Plate merger so far as 
they effect their interests. There is a good dea! 
to their contention. We refer readers to our article 
on the Nickel Plate merger, appearing in another 


part of this issue. 
+. fe . ~ 


OMETHING in the line of MOTOR MERGERS 

is not only possible but is extremely probable. 
When Charles M. Schwab suggested to the Auto- 
mobile Board of Trade that consolidation is the 
only way out of the woods for the smaller pro- 
ducers, unkindly critics interpreted that statement 
as a Schwab device to extricate himself from the 
Stutz situation. Undoubtedly they did the steel 
man a great in- 
justice for the 








argy and 
promised to take 
a part in the 
market which 
they had _ not 
played for 
months. Hope 
and activity suc- 
ceeded pessi- 
mism and dull- 
ness. 

* * ok 


HE B. F. 
GOODRICH 
COMPANY is 
reported as op- 
erating three 
shifts full time. 
Other big tire 
companies are 
doing well. The 
enormous de- 
mand for bal- 
loon tires is 
given as the rea- 


6 advancing strongly. 


recovery. 


signs of improvement. 


be correct. 


“THE TAPE TOLD THE STORY” 


OR the first time in several months steel production is definitely 

above the 50% level according to the trade reviews of the in- 
dustry. It will be recalled that the stock market began its last up- 
ward march around the first of June at a time when the steel in- 
dustry was on the downgrade and apparently going much lower. 
We had the anomaly, then, of steel declining and the general market 
One of two things was bound to happen. Ob- 
viously securities could not continue to advance indefinitely while 
a basic industry like steel continued to fall off. Either the market 
must turn around and retrace its steps or else steel must show 
As usual, the tape “told the story.” 
made its low point of about 40% of capacity in June. After hover- 
ing arcund the low level for some time the trade began to show 
As often pointed out before in these col- 
umns, when there is an apparent conflict between fundamental con- 
ditions or news and the tape, the latter is more likely than not to 


facts of the mo- 
tor vehicle man- 
ufacturing situ- 
ation bears out 
Mr. Schwab’s 
observations. 
The small auto- 
mobile manufac- 
turer is caught 
between the up- 
per millstone of 
General Motors 
and the nether 
millstone of 
Henry Ford, 
with half a score 
of other and 
less2r millstones 
in active opera- 
tion. 

The theory of 
“saturation in 
the automobile 
business” is an 


The steel industry 





at 
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THE ROYAL INFLUENCE ON 
WALL STREET 

On the day which H.R.H. the 
Prince of Wales spent at the Long 
Island home of J. S. Cosden, the stock 
of Cosden & Co. sold off one-eighth 
of a point on the “Big Board.” Wall 
Street is asking where Cosden would 
have sold if the Prince had made a 
week's visit? 








exploded idea, but the possibility of over- 
production is an ever-present danger. At the pres- 
nt time there are upwards of seventy different 
nodels of pleasure cars, whereas, a quarter of that 
1umber is all that is really necessary. Intense 
omretition has driven down prices for automobiles 
intil the motor dollar is the best dollar value in the 
vorld to-day. While this is fine from the view- 
point of the consumer, it does not make for profits, 
especially among the lesser lights of the trade. It 
s not unlikely that many of the smaller manu- 
‘acturers will be driven into combinations through 
sheer self-preservation. 


* * * * 


Gana es CONSOLIDATED, according to semi- 
official reports, has practically completed its 
expansion program which began several years ago. 
The Standard Oil companies built first and paid 
dividends afterwards while Sinclair essayed the 
difficult feat of building and paying concurrently. 
Result was that it became necessary to pass the 
‘ommon dividend. Developments in connection 
with this company should be watched carefully. 
Sinclair will do one of three things: advance, retro- 
rade or mark time. In other words, its expansion 
expenditures will prove to have been wise or other- 
wise. There will be adequate rewards for those 
who are skilful enough to sense the trend of the 
company’s affairs. 
* * + * 


To drastic decline in COTTON, which has 
brought the price down to around 22 cents a 


pound, against a price as high as 35 cents last year, 
is causing alarm to the grower, who foresees a 
situation as difficult as that from which he emerged 


in 1922. On the other hand, the low price of cot- 
ton is an asset to the manufacturers of finished cot- 
ton goods and is a good argument in favor of those 
who see an increase in textile profits. 


* * * * 


N EW YORK bankers admit, according to a con- 
‘*% temporary financial publication, that accumu- 
lation of CHICAGO, ROCK ISLAND & PACIFIC 
issues has been under way for several months. 
They refuse to admit that the buying has been done 
for the account of the Southern Pacific and offer 
in explanation that certain large operators, who 
profited greatly through the Van Sweringen con- 
solidations, are purchasing Rock Island in antici- 
pation of its eventual absorption by Southern 
Pacific. Interesting if true. It will be recalled 
that when Erie common began its upward march 
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from around $12 a share in 1923, every reason 
under the sun except the right one—the Van Swe- 
ringens—was advanced to account for the rise. In 
all, upward of 200,000 shares, the report has it, 
have been accumulated of Rock Island’s total of 
750,000 shares. While it cannot be denied that 
Rock Island logically belongs in the Southern 
Pacific grouping, the investor who buys Rock Island 
stock solely on that ground should not deceive him- 
self into the belief that he is acting on other than 
a speculative basis. 
td ~*~ + * 


ILLIAM C. DURANT is accredited with hav- 

ing made a large fortune—$2,000,000, the 
amount stated—in the recent rise in Cast Iron 
Pipe. Several years ago Durant made a “clean-up” 
in Studebaker. At that time, the money invested 
in Studebaker was from the funds of companies 
which Durant had organized and which he directed. 
There is nothing to indicate that the procedure was 
different in the case of Cast Iron Pipe. By always 
buying for the rise and never selling short, Durant 
escapes the charge of speculating with company 
funds. On the other hand, the Durant stockholders 
bought their securities in the belief that dividends 
were to come from the manufacture and sale of 
automobiles and not from market operations. If 
Durant had happened to be wrong in Studebaker 
and “Pipe”—and at some time or other every man 
who ever bought or sold a stock is wrong—what 
explanation would he make to his shareholders? 
Durant’s policy of making the stock market the 
handmaiden to manufacturing is unique in the 
history of finance. 

* * + * 


th fact that the cotton crop has suffered less 
from the cotton weevil this year than at any 
time in recent years, should not lull one into the 
belief that the danger from the weevil is passed. 
The weevil is especially sensitive to weather con- 
ditions which, at the close of last year’s cotton 
season and during this year’s season, have been 
especially unfavorable to the South’s greatest pest. 
But the weevil has spread over the entire cotton 
growing area of the South, and when the weevil 
moves in he stays. He can be controlled but not 
eradicated. The South’s slogan still must be 
“*Ware the weevil.” 








LABOR CAPITALISTS! 
United States Steel employees who still hold the first 
stock offered to them in 1903, and now own 786 shares 
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How the Van Sweringen’s Sensational Coup Will 
Affect One Hundred Thousand Railroad Investors 


Dissecting the Nickel Plate Merger 


Meaning and Practical Aspects of the First Great 
Achievement in the New Railroad Consolidation Era 


HE Nickel Plate merger, in all prob- 
ability, marks the first important step 
in a broad movement that will con- 

solidate the railroads of the country into 
fewer and more important systems. The 
Interstate Commerce Commission, as far 
back as August, 1921, placed itself on rec- 
ord as favoring the principle of consoli- 
dation of the railroads of the country, 
provided such consolidations were along 
lines that would adequately preserve rail- 
road competition. A report prepared by 
Prof. Wm. Ripley, of Harvard Univer- 
sity, outlying 


By FRED L. KURR 


of this new great Nickel Plate System 
will undoubtedly stimulate other interests 
to work out large consolidations. 

The Van Sweringens first entered the 
railroad field through the purchase of the 
New York, Chicago & St. Louis (known 
as the Nickel Plate Road) from the New 
York Central. Later the Toledo, St. Louis 
& Western and Lake Erie & Western 
were purchased and combined with the 
Nickel Plate. The present merger which 
has been approved by stockholders of all 
the railroads involved, and only awaits 


of the First National Bank and J. P. 
Morgan and associates were back of the 
big deal. However, to the Van Swer- 
ingens all credit is due. 

The Nickel Plate consolidation is an 
essentially sound one, both from the 
standpoint of traffic and that of the con- 
solidated financial structure. The Pere 
Marquette furnishes a large amount of 
local traffic which will act as a medium 
of distribution of the large amount of 
coal which moves northward from the 
mines along the Chesapeake & Ohio. The 
New York, Chi- 
cago & St. Louis 





nineteen great 
systems, received 
the endorsement 
Ge &. < G 
but, of course, 
the latter pos- 
sesses no power 
to force consoli- 
dations and _ this 
question is, at 
the present time, 
entirely in the 
hands of the 
roads themselves. 
The Interstate 
Commerce Com- 
mission, however, 
undoubtedly 
stands ready to 
approve consoli- 
dations that do 
net tend to de- 
stroy railroad 
competition. 
Although _ the 
stage was set 
for railroad 
mergers three 
years ago, the 


Proposed 


Company 


*Common 





Hocking Valley 
Erie pfd. 
Common 


Preferred 
Common 





*N. Y., Chic. & St. L. pfd. $25,865,666 *$25,865,666 


Chesapeake & Ohio pfd... 


Pere Marq. prior pfd. ... 


Exchanges of New Nickel Plate Stock 


Under Merger Plan 


7-Will Receive in New Nickel Plate ee 


Ratio 
per each 
100 shs. 
he'd 


100 


Stock 
Outstanding 


Preferred 
30,406,464 
12,561,700 
65,425,725 
2,162,100 
63,904,400 

112,481,900 
11,200,000 
12,429,000 
45,046,000 


14,445,955 115 
35,984,148 55 
1,081,050 50 
31,952,280 50 


100 
90 


11,200,000 
11,186,100 


*$30,406,464 100 


is a fast freight 
line which is in 
a position to 
handle eastbound 
traffic expedi- 
tiously, deliver- 
ing to the Erie 
for shipment to 
New York over 
a line that has 
the lowest grade 
of any of the 
lines between 
the Buffalo-Pitts- 
burgh gateway 
and _ tidewater. 
The lines of the 
Erie west of 
Buffalo are bet- 
ter suited to 


atio 
per each 
100 shs. 


Common held 


55 
50 


35,984,148 
1,081,050 


44,992,760 40 


38,289,100 





$381,482,955 $131,715,119 


* Stock will not be exchanged now; the new Nickel Plate stock will be 
held in the treasury of the New York, Chicago & St. Louis. 

+ $8,837,900 Hocking Valley stock owned by Chesapeake & Ohio will not 
receive any stock of the new company. 


$150,753,522 


moving traffic 
west and. will 
handle part of 
the heavy coal 
shipments which 
move up from 
the Chesapeake 
& Ohio at the 











Nickel Plate con- 
solidation is the . 
only important one that has been defi- 
nitely arranged. This was brought about 
by the Van Sweringen brothers, real 
estate operators of Cleveland who, un- 
til a few years ago, had no railroad 
interests whatever. The explanation of 
the hitherto small progress in complet- 
ing rail mergers probably lies in the 
fact that the larger railroad interests 
of the country have in the past been 
subject to so much criticism and po- 
litical attack that they have become over- 
cautious and consequently hesitate to 
undertake ventures that might foster 
much public attention. The Van Swer- 
ingens, however, have now shown the 
way, and the successful bringing together 
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the sanction of the Interstate Commerce 
Commission to become effective, includes 
the Nickel Plate, Erie, Pere Marquette 
and Chesapeake & Ohio together with its 
controlled road, the Hocking Valley. This 
will form one of the largest railroad sys- 
tems in the country with a total operated 
mileage of 9,145. The accompanying map 
shows the territory covered and the im- 
portant centers reached. Of course, to 
bring together such an immense property 
with total assets of nearly a billion and 
a half dollars, even without involving new 
financing, would have been too great a 
task for the Van Sweringens without the 
strongest of banking affiliations, and it 
is now no secret that George F. Baker 


Ohio River. The 
: Hocking Valley 
constitutes the physical connection be- 
tween the Chesapeake & Ohio and the 
Erie. 

The accompanying table shows the bal- 
ance sheet as of June 30th, 1924, of the 
new company after giving effect to the 
proposed acquisition by lease of the roads 
involved in the merger. It will be noted 
that current assets total 107.6 million dol- 
lars against current liabilities of 80.7 mil- 
lions, giving the new company a working 
capital of 26.9 millions. 

_The formal proposal by O. P. and M. J. 
Van Sweringen for the unified cortrol 
and operation of the five railroads con- 
tains an offer for an exchange of secu- 
rities of the new Nickel Plate for the 


THE MAGAZINE OF WALL STREE1 

















quoswor 10d Plt 
12049 wey 


= 












































foudyoprrud 


‘ed 
ae A 
opsuyseM Y /VINIOUTA 
Sey fophnqnng re) 


310q8|27H 
vopsunuen 


avg WA 


mAh inar ) 





ANVAWOD AVMTIVS JLLINOUVIN Budd 
ANVAWOD OVOUTIVA Ja 
ANVAWOD AVMTIVS AZTIVA ONDIDOH JHL 
ANVAWCD AVMTIVS OIHO ONY INV3dYS3HD IHL 
ANVAWOD GVOUTIVY SINOT LS ONY OSV IHD 'WZOA MIN JHL 


NOILVOISINA GaISOdOUd 
ONIMOHS dV¥W 





of eydwom : 

Gee27) Buymog Aa OT aeuradons 
of aoMmeH ] 
L a he . ae ean au 
mn LIN ) 

eeu, . | o 
ag, "e47. Lotsa 
& “% *peeewag Pes 


Me ° 
1m, . * 
> 2 
o7 s 
%, é > 


\ ~< Yi + 
hy, Pee 
@ \d PO 4955 gor] yousag a -_ 
° | mee ey a 
hi 


ep wen \A © 9 


purl tem e408 


Ci) 


Hod T9) AY uynowwog 


f, Hoaem pod a 
veut 

. 
peor” wool 


> 
/ 
Iaepast;) “ 
uortyg & * 


NOWOAH [ 


\' 


HVT @ 


3) 


. 
4 











24 


or SEPTEMBER 27, 19 





stocks of the existing companies on terms 
as outlined in the table on page 850. The 
proposal states that the new company 
shall acquire control by lease for 999 
years or by acquisition of at least a ma- 
jority of the outstanding capital stock or 
by both methods. Terms of the proposed 
leases which are of utmost importance 
to any minority stock which may remain 
outstanding, after the leases are executed, 
are stated only in general 


issue its stock in exchange on the terms 
designated at any time within a year from 
the date the leases are signed. 

As regards the terms of the exchange, 
Erie and Pere Marquette shareholders 
appear to have received very fair treat- 
ment. Erie stockholders have not re- 
ceived dividends for years and, in view 
of the heavy burden of funded debt car- 
ried by this road, it is questionable 


$6. Pere Marquette $5 preferred stock 
will receive the equivalent of a $5.40 re. 
turn in new preferred. The earnings 
record of Pere Marquette up to the 
present time justifies the conclusion 
that Pere Marquette stockholders by 
accepting these terms will not only re- 
ceive a higher return than at present 
but that the safety of their dividends 
will be greater. 

The situation in regard t 





terms as follows: 

“Among other appropriate 
provisions and consideration 
each lease shall provide in 
substance that the new com- 
pany shall pay: 

(1) All taxes upon the 
leased properties or the 
carnings and income there- 
from, 

(2) All interest charges. 

(3) All expenses and 
liability from _ operation 
and maintenance of _ the 
leased properties. 

(4) All expenses of 
maintaining the  lessor’s 
corporate structure and 
such additional considera- 
tions, if any, as shall be 
provided for in the lease.” 
Nothing in the official state- 

ment indicates what “addi- 
tional considerations, if any,” 
are to be provided by the 
leases or indicates any obli- 
gation on the part of the 
lessee to afford the lessor 
companies the means of pay- 
ing dividends on their stock 
or to pay such dividends it- 
self. Under the form of 
union proposed, it is not 
essential that the new com- 
pany obtain much more than 
an effective voting control of 
the constituent companies. 
There appears little prospect, 
therefore, that any small 
holdings that do not consent 
to the plan will develop any- 
thing like a “nuisance value.” 
Once the new company has 
obtained control it would un- 
doubtedly be in a position to 
control dividends on the mi- 
nority stock so that it would 
be more profitable for the 
minority stockholders to ac- 
cept the terms than to hold 
out. 

A protective 
will probably 
to obtain better 


committee 
be formed 
terms for 








Equipment debt 
Funded det 


Less: Held in Treas. or 
pledged 


Current liabilities 
Deferred liabilities 


Sinking fund reserves 
Appropriated surplus 
Corporate surplus 


Balance Sheet of the Proposed New 


Nickel Plate 


Condensed balance sheet as of June 30, 1924, of 
new company, after giving effect to the proposed ac- 
quisition by lease of the propert’es of the five lessor 
companies subject to their liabilit’es, follows: 


ASSETS 


Investment in road and equipment .. . . $1,081,593 ,223 
Sinking funds 

Deposits in lieu of mort. property sold 
Miscellaneous physical property 
Investment in affiliated companies... . 
Other Investments 

Current Assets 

Deferred assets 

Unadjusted debts 

‘Treasury 


stock 


$1,406,763,792 


LIABILITIES 


Capital stock to be issued: 
Preferred 
Common 


18,364,471 
1,558,586 
1,499,791 

168,810,430 
7,841,289 
107,639,083 
929,468 
18,523,847 
12,690 


131,715,119 
150,753 522 


Chesapeake & Ohio, hx 
ever, is somewhat differ: 
This is a strong company 
and earnings have been mal 
ing rapid strides forward j 
recent years. While it 
true that common sharehold- 
ers will receive a_ retur 
through the exchange equi 
lent to 6.6% as against 
now being paid, this does 1 
appear particularly liberal, in 
view of the fact that earn- 
ings are now at the rate 
around. $18 a share with 
outlook encouraging for con 
tinued good earnings. In 
gard to the preferred st 
the dividend received thro 
the exchange will amount to 
6.9% as compared with 
present rate of 6.5%. 1 
Chesapeake & Ohio prefer: 
stock, however, is entitled t 
a high-grade rating, wher 
the preferred stock of thie 
new company cannot be given 
more than a _ middle-gravle 
rating. Many Chesapeake 
& Ohio stockholders un- 
doubtedly feel, and with 





282,468 642 
84 198,175 


$747,934,439 


161,345,999 


586 588 53) 

80,746,606 
2,082,449 

Unadjusted credits: 

Accr. deprec’t’n—Equip. $60,086,709 


20,434,389 


80,521,098 
16,374,657 
42,780,240 
231,003,39) 


some justice, that if the 
railroad did not go into the 
merger they would ulti- 
mately receive a_ higher 
return than 6.6% on their 
common stock, and the 
most serious objection to 
the plan will undoubtedly 
come from minority stock- 
holders of this road. 

The consolidated income 
account of the five companies 
for the year 1923 showed 
gross earnings of 355.9 mil- 
lions and net railway operat- 
ing income of 56.2 millions. 
Surplus after charges and 
rentals was 29.1 millions, 
equivalent to 3.69 times thie 
$6 dividend requirements 





$1,406,763,792 


the new preferred stock. 
After allowing for pre- 

ferred dividends the balance 

is equivalent to $14.10 a share 








the holders of the Chesa- 
peake & Ohio common 
and preferred stock. The influence that 
such a committee might be able to exert 
would, of course, depend on the amount 
of stock represented and, as there is noth- 
ing to prevent the dominant interests in 
this merger from revising its terms, there 
is always a possibility of such a move- 
ment meeting with some success. At any 
rate, minority stockholders need be in no 
hurry to exchange their securities as the 
new Nickel Plate Company is obliged to 
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whether as an independent system it could 
pay very much out in dividends for at 
least some years to come. On the basis 
of the exchange proposed, Erie pre- 
ferred stockholders will receive the 
equivalent of a $3 dividend on their 
holdings and common stockholders the 
equivalent of a $2.40 dividend. 

Pere Marquette prior preferred, now 
entitled to $5, will receive an equal 
amount of new preferred stock paying 


on the new common. Earn- 
ings so far this year have been at approxi- 
mately the same rate. In the official pro 
posal it is stated that “it is expected to 
initiate dividends on common stock at the 
rate of $6 per share per annum.” This 
can be considered a conservative rate as 
it is less than half the earning power dem- 
onstrated in 1923 and in the first six 
months of this year. Under anything 
like normal conditions the new Nickel 

(Please turn to page 900) 
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Where Do the Non-Assenting Holders 
of Manhattan Rwy. Stand? 






Significance of Judge Mullan’s Decision— 





What a Successful Appeal Would Entail 


By LOUIS BOEHM 





been entered into which the 








HE Manhattan Railway 
Company is the owner 


of the elevated railway 
Manhattan and the 
Brovx, in the City of New 
Yor In 1903, a lease was 
of all those lines to the 
Interborough Rapid = Transit 
Company. That lease provided 
is rental the Interborough 


lines in 


Rapid Transit Company should 
pay to the stockholders of the 
Manhattan Railway Company 


a dividend of 7% per annum. 
The lease contained a_ pro- 
vis that the dividend rental 
' not be reduced without 
the unanimous consent of the 
tockholders of the Manhattan 
Railway Company. The Inter- 
igh Rapid Transit Com- 
rany punctually paid this divi- 
dent to the stockholders of 
the Manhattan Railway Com- 
pany up to the Ist of October, 





In the Supreme Court of Bronx County, 
Judge Mullan decided in favor of the non- 
assenting stockholders of the Manhattan Rail- 
way Co. in litigation surrounding the validity 
of this company’s lease to the Interborough 
Rapid Transit Co. 


Since this decision, Manhattan Railway as to 
“Non-Assenting Stock” has risen as much as 
25 points and is now selling around 70. 


Mr. Boehm, of the New York Bar, who we 
represented the non-assenting stockholders at . 
court, explains the significance of Judge Mul- 
lan’s decision in the case in the accompanying 
article and also tells what a successful or un- of his 
successful appeal would entail. 


The article is of signal importance to all in- 
vestors holding the securities affected. 


Interborough Rapid Transit 
Company were merely binding 
upon the individual stockhold- 
ers of the Manhattan Railway 
Company who had assented to 
those agreements and deposited 
their stock with the Stockhold- 
ers Protective Committee, and 
that they had no force or effect 
those stockholders of 
the Manhattan Railway Com- 
pany who had not assented to 
them or deposited their stock. 
This contention was sustained 
Judge Mullan held 
that the original lease requir- 
ing a dividend of 7% per an- 
num to be paid was still in full 
In the course 
made at the 
trial Judge 


who 


force and effect. 
decision 
conclusion of the 
Mullan said: 

“I haven't the _ slightest 
hesitancy in deciding for 
the plaintiff.... I am 








\t that time, the finan- 
difficulties of the Inter- 
igh came to a head. Its expenses 
peration had increased enormously, 

owing to the general increase in costs 

due to the World War but, owing to 
the fact that it had made a_ contract 
the City of New York not to charge 

m than a fare of 5c, it was unable to 

obtain an increase in f On January 


fare. 
Ist, 1922, it defaulted in payment of the 
% dividend due to the Manhattan Rail- 
way stockholders. Thereafter a_reor- 
ganization of the financial structure of 
the Interborough Rapid Transit Company 
was put through. As part of this reor- 
ganization it was proposed to reduce the 
dividend on the stock of the Manhattan 
Railway Company from 7% to 3% for 
the year beginning July Ist, 1922; 4% 
ior the year beginning July Ist, 1923, 
thereafter. This dividend, how- 
ever, was payable only “when, as and if 
earned.” About 90% of the stockhold- 
ers of the Manhattan Railway Company 
assented to the reduction of the dividend. 

s a stockholder of the Manhattan 
Railway Company who had not assented 
to the reduction in the dividend, I com- 
menced an action in my own behalf, as 
well as in behalf of all other stockholders 
similarly situated, who might come in and 
contribute to the expense of the action, 
to have the reduction of the dividend 
and the modification claimed to have been 
made in the lease by the Interborough 
Rapid Transit Company in that regard, 


leclared null and void, for a decree com- 
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and 5% 


pelling the Interborough Rapid Transit 
Company to execute a new guaranty of 
dividends at the rate of 7% per annum, 
and for judgment for the arrears of divi- 
dends at 7% with interest. 

The case came on for trial in the Su- 
preme Court of the State of New York, 
Bronx County, before Mr. Justice George 
V. Mullan, in May, 1924. It was the con- 
tention of the Interborough Rapid Tran- 
sit Company, represented by James L. 
Quackenbush and J. Osgood Nichols, that 
there had been a valid modification of the 
lease binding upon all the stockholders 
of the Manhattan Railway Company for 
a reduction of the dividends, and that the 
provision of the lease requiring unani- 
mous consent of stockholders was con- 
trary to public policy and therefore void. 

In support of the latter contention, they 
cited the decision of Judge Irving Leh- 
man (now a Judge of the Court of Ap- 
peals of New York), in the case of Ste- 
phen Peabody v. Interborough Rapid 
Transit Company, in which Judge Leh- 
man had held that the provision of the 
lease which required unanimous consent 
of stockholders to reduce the dividend 
was void as contrary to public policy. 

It was my contention, however, that 
Judge Lehman’s decision had no real 
application to the present case for the rea- 
son that there had been in fact no modi- 
fication of the lease by the Manhattan 
Railway Company. It was my contention 
that the various agreements which had 


holding that the lease re- 
mains wholly unimpaired as to all 
stockholders of the Manhattan Rail- 
way Company. Those who assented 
to the plan, under which the dividends 
were reduced, probably are estopped 
from asserting the rights they other- 
wise would have. The lease, as lease, 
has never been affected one iota... .” 


An appeal has been taken by the Inter- 
borough Rapid Transit Company from 
Judge Mullan’s decision, and the same 
will come up for hearing sometime dur- 
ing the coming winter. The practical 
effect of the Court's decision is to create 
two classes of stock of the Manhattan 
Railway Company, namely, the  non- 
assenting stock which is entitled to re- 
ceive dividends at 7% per annum, includ- 
ing dividends at that rate, and interest on 
the arrears of dividends from January 
Ist, 1922, and the assenting stock which 
is now entitled to a dividend of 5%, pro 
vided the Interborough Company earns a 
sufficient amount above its expenses to 
pay that dividend. 

Since the decision in my case the price 
of the non-assenting Manhattan stock has 
from about 55 to about 80 and is 
Inasmuch as 


risen 
now selling at about 70. 
there are approximately 20 points in back 
dividends due on this stock, it would still 
seem to be cheap for a 7% guaranteed 
stock. ; 

As to the outcome of the appeal taken 

(Please turn to page 900) 
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Guaranteeing Real Estate 
Mortgage Bonds 


A 


AN bonds be insured? 
This important and timely ques 
tion was recently raised by Tue 
MAGAZINE OF WALL SrtREET, in an article 
by J. Sidney Green, under the title “The 
Elimination of Investment Risks in Real 
state Bonds.” In his carefully prepared 
article, he sets forth certain standards, 
which might make the insurance of bonds 
possible. 
Not only can 
he answered in the _ affirmative, 
it has already been success- 


raised 
but 


the question 


New and Important Movement 
in the Real Estate Mortgage Field 


By PHILIP SYDNEY RICE 


was to win from the outset, a marked 
degree of respect and popularity with the 
thoughtful investor, who requires to know 
beyond the question of a doubt that he 
is actually receiving the nearest human 
approach to absolute safety, and not mere 
rhetoric of the over-zealous salesman. 
But it should be stated here that “bonds 
insured against loss” is not a mere attrac- 
tive catch phrase. It is precisely what 
the expression implies. Such bonds are 
not only guaranteed by the house of issue 


attracted to this new development. ‘The 
legality of the unconditional insurance 
guarantee was searched and approved by 
eminent counsel in whose opinion it was 
an absolutely binding and unconditional 
contract. Experienced minds, well trained 
to the certainties and uncertainties of in 
vestment risks, applied the X-ray to every 
detailed factor in the development. The 
feasibility of insuring bonds under this 
plan was declared to be fundamentally 
legally, financially and practically sound 

Meanwhile, without exten 





fully demonstrated in the case 
of a certain Bond which has 
heen actually insured against 
loss. This pioneering expe- 
rience, toward the goal of un- 
questioned safety for the in- 
vestor, may prove of interest 
and value to others interested 
in the field of real estate mort- 
gage investments. 

During a period of several 
months, immediately following 
the first offering, these bonds 
were marketed quietly with- 
out extensive publicity. These 
were pioneering days while 
studying markets; studying 
costs of marketing a_ highly 
developed form of security in 
which profits of the issuing 
firm could not be large; sound- 
ing the possibilities for a 
steady flow of desirable mort- 
gages, sufficient to meet a 
steady demand for a security, 
while affording a smaller in- 
come yield to the investor than 
many widely known real estate 





rendered. 


a great variety. 


OW to safeguard the investor from loss 
is the fundamental problem of those en- 
gaged in the investment field whose ideals are 
based primarily on the principle of service 
The subject of late has become 
particularly engrossing in connection with 
real estate mortgage bonds, of which there is 
This article is concerned 
solely with the question of the guaranteed real 
estate mortgage bond, and the statements are 
based on the experiences of those engaged in 
a pioneering effort to place this type of issue 
on an unqualified guaranteed basis. 
names of the firm in question and the guar- 
anteeing institution are not given for obvious 
reasons, the subject being covered here for 
the sole purpose of outlining to investors the 
general scope of what promises to be a very 
important development in the securities field. 


sive publicity, there developed 
a quiet, natural growing de- 
mand for the bonds. After 
several months of careful 
preparation, bonds _ insured 
against failure and default 
were submitted for the public 
verdict of a nation-wide in- 
vestment field. The quick re 
sponse, particularly from the 
conservative investment banker, 
may be fairly described as a 
definite endorsement of | this 
advanced step, attaining the 
desired goal of unquestioned 
safety; and the immediate de- 
mand of the individual inves- 
tors, may be recorded as an 
experience which was nothing 
short of amazing. This is in- 
teresting to the investment 
field as indicating that there 
is a healthy, widespread trend 
toward conservatism in the 
investment of funds. 


The 


Before describing the secu- 
rity in detail, a brief résumé 
leading up to the issuance of 








bonds, yet affording a degree 

of protection which could only be rated as 
second to that found in Government and 
Municipal obligations. 

These pioneering days called for the 
putting into actual practice detailed refine- 
ments of form, to overcome the slightest 
resistance; meeting that strange incre- 
dulity of human nature in the face of 
a new development, which said “such a 
security looks so good, there must be 
some hidden weakness”; meeting the keen 
questioning of hanks and _ conservative 
investment bankers, whose good will was 
highly desirable to obtain if such a bond 


854 


but they are actually insured principal and 
interest against failure and default, under 
any and all conceivable contingencies by 


an unconditional insurance guarantee of 
an independent institution, in no way asso- 
ciated or engaged in the business activi- 
ties of the house of issue. 

During these pioneering days, in the 
development of an insured security, ques- 
tions of legality pertaining to every detail 
in the perfection of the security were ex- 
haustively searched for flaws by attor- 
neys representing banks and investment 
bankers of the highest standing, who were 


insured real estate mortgage 
bonds, will not be amiss. In brief review, 
it will be observed that for the past dozen 
years real estate mortgage bonds have 
been taking an important place among thie 
various forms of investment, and have to- 
day become a most popular form. Prior 
to the advent of insured bonds, there had 
come to be two recognized forms: 


1. Guaranteed Bonds, issued by what 
is known as _ the _ old-line houses 
which have been selling and guarantee- 
ing mortgages, certificates and mort- 
gage bonds for many years; and: 
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2. Un-guaranteed Bonds, which have 
been marketed successfully by well- 
known firms, with the weight and moral 
responsibility of the houses behind 
them, but not guaranteed. 


Building from the solid foundation of 
the practice of the old-line houses, this 
néw movement was inspired with an am- 
bition to go a long step forward, indeed 
the step of pioneers. And like all pio- 
neering movements, there was the inspi- 
ration of practical ideas, imbued with 
Ideals. In this movement was embodied 
a three-fold purpose: 

1. To offer the borrower a scien- 
tific loan at a fair rate, which would 
protect his best interests, and which 
would attract the best grade of mort- 
gages. 

2. To offer the investor a security 
which is fundamentally sound, and 
guaranteed by the house of issue; but 
further, one which would be protected 
under any and all conceivable contin- 
gencies beyond the control of the house 
of issue; in short—one which would be 
insured against loss. 

3. To offer a security 
which would win imme- 
diate prestige in the very 
front rank of conserva- 
live investments, a_ Se- 
curity which would have 
an uncommon factor of 
safety, over and above 
the usual seller’s recom- 
mendation and guarantee, 
and which would carry 
with it an added quality 


of more ready marketa- 


bility, and at the same 
time would be recognized 
by banks as desirable col- 
lateral. 


This ideal could only be 
ittained in one way, namely 
hy having the guarantee of 
the house of issue, supple- 
mented by the guarantee of 
an independent institution 
of great financial strength, 
eminently known to the 
banking and_ investment 
world. This seemed most 
properly to come within 
the scope of the large 
surety companies whose re- 
sources, mounting into the 
millions, would afford the 
most efficient guarantee ob- 
tainable. The matter was 
therefore laid before such 
an institution and it made 
a painstaking investigation 
of the methods employed, 
of the high standards of 
accepted risks, as well as 
the “Actuarial” figures per- 
taining to the “Mortality” 
record of these standards 
over a period covering the 
history of real estate mort- 
gage investments. This 
thoroughgoing investigation 
culminated in a favorable 
decision. The independent 


for SEPTEMBER 27, 1924 


insurance, which is now endorsed on this 
highly advanced form of real estate mort- 
gage bond, reads: 


FOR VALUE RECEIVED, we 
hereby guarantee the payment of this 
note, and also the payment of the at- 
tached interest coupons as the same fall 
due, to the holder thereof, without 
necessity of recourse to the collateral 
deed of trust or the primary obligor, 
upon condition that at our option we 
are to be allowed sixty (60) days from 
the date of maturity within which to 
pay the principal amount, but with in- 
terest in the meantime at the rate named 
on the note, should we require this (60) 
sixty days extension. 


Thus it is seen that the insurance guar 
antee is actually embodied in the bond 
delivered to the investor. Such an 
endorsement on the bond naturally adds 
to the marketability in the hands of the 
investor and causes them to be honored 
without question when presented as col- 
lateral for loans. One may well imagine 


that such an endorsement, cven upon an 


77. 


=F) 


ABW 


THE NEW STANDARD OIL BUILDING 
—representing the latest advance in architectural types of sky- 


scrapers in New York 


unsecured note, would win respectful con- 
sideration from the banker. And so it is 
seen at a glance that the insurance guar- 
antee accomplishes something more than 
the elimination of risk. It is a decided, 
added, practical value to the investor hold- 
ing the bond, while receiving interest in 
full always promptly when due. This at 
once answers the question of the ever- 
present cynic, putting up resistance to an 
advanced idea and ideal “If the under 
lying security is fundamentally sound, 
why does it need the added 
guarantee ?” 

The type of property acceptable, and 
actually accepted in practice for the in 
surance guarantce, 
sidered. 


msurance 


should now be con 


The Security 


It is a well-known fact that the 
servative Old Line houses who guarante: 
their own must 
restrictions than houses which do not 
guarantee their bonds at all. 
for this is obvious The latter 
belief that their 
point to an 


con 


bonds, exercis¢ greater 
The reason 
houses ex 
sound 
through 
that 
Line 


press a bonds are 


and enviable record 
the past, to sustain 
belief tut the Old 
houses make an unqualified 
which they back 


pledge of all their 


assertion, 
with a 
resources, 

The restrictions 
somewhat 
by the 


he come 
narrower, viewed 
independent insur 


ance guarantor, who is in 


no way engaged in the bus 


iness activities of the hous« 
of issue, and does not stand 
to participate im its 
as compensation tor tacing 
the slightest risk It will 
only accept as an insurance 
risk the standards 
“Mortality” 
very 
“Actuarial” 

This standard 
the acceptance of 
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records are th 
best, as shown by 
heures 

admits of 
first 
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type and 
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therefore income 
ing at all times; 
houses ; 
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produc 
apartment 
and 
properties 


office 
which 


stores 


periods of 
well as in 
perity. The period of de 
pression is the test applied 


times ol pros 


to govern the acceptability 
of all loans. The “palatial 
residence is not desirabk 
for a loan in proportion to 
the physical valuation of 
the property, for the rea 
son that it has a_ limited 
marketability in 
$15,009 is the 
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residence, regard 
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BOND BUYERS’ GUIDE 


(Bonds listed in order of preference) 


HIGH GRADE 
(For Income Only) 
Non-Callable Bonds: 

Great Northern Genl. 7s, 
Atlantic & Danville Ist 4s, 1948 
Indianapolis & Louisville Ist 4s, 1956 
Western Union Telegraph Co. 6%s, 1936 
New York Edison Co. 6%s, 1941....... 
Chicago & Northwestern 7s, 1930........ 
Delaware & Hudson 7s, 1930 
New York Dock Co. 4s, 1951.. 


Callable Bonds: 


Armour & Co. Real Estate 4% 

Laclede Gas Light Coll. & Rid. cory 1958 aneen enuee 
Philadelphia Company 6s, 1944 . 
Canadian General Electric deb. 6s, 1942 


MIDDLE GRADE 
(For Income and Profit) 
Railroads: 
cate R. R. Ist 5s, 1952 
St. & S. 


F. Prior Stem Se, S508 rageeeee eetecceses asics 


az. Pacific Ist 5s, 194 

New York, Ontario & ene 4s, 1992 

Erie & Jersey Ist 6s, 1 

Baltimore & Ohio DR enenitis 4% 

Baltimore & Ohio Rfd. 5s, 

Missouri, Kansas & Texas Pricer Lien 5s, 1962 
Boston & New York Air Line 4s, 1955 
Kansas City Southern Rfd. and Imp. 5s, 1950. 
Minneapolis, St. Paul & Sault Ste. Marie &: 48, 1931. 
Rutland R. R. Ist 4%s, 1941 

Chesapeake & Ohio conv. 5s, 1946 


Industrials: 
South Porto Rico Ist Mtg. 
Sinclair Pipe Line 5s, 19 2 
Goodyear Tire & Rubber Co. 8s, 1941 
California Petrolecm Corp. 62s, 1933 
International Paper Co. 5s, 1947..... 
U. S. Rubber 5s, 1947 
Bethlehem Steel Co. 5s, 1936 
Armour & Co. of Del. Ist 5%s, 1943 
Anaconda Copper Mining Co. Ist 6s, 1953 
Union Bag & Paper Co. 6s, 1942 


Public Utilities: 
Manhattan Railway Cons. 4s, 1990 
Amer. Water Works & Elect. Corp. Col. 5s, 1934 
Ohio Public Service 7s, 1947 
United Fuel Gas 6s, 1936 
Virginia Railway & "Power 5s, 1934 
Hudson & Manhattan Refunding 5s, 1967 
American Gas & Electric 6s, 2014 
Kansas Gas & Electric 6s, 1952 
Havana Elec. Ry. Light & Power 5s, 1954 
Denver Gas & Elec. Ist and _, 5s, 1 
Commonwealth Power Corp. 6s, 1947 
Dominion Power & aie Ist 5s, 1932 
Manitoba Power Company 7s, 


SPECULATIVE 
(For Income and Profit) 
Railroads: 

Erie Genl. Lien 4s, 1996. 
St. Louis & San Francisco Adj. Mtg. 
Wheeling & Lake Erie Cons. 4s, 1 
Missouri, Kansas & Texas Adj. 
Chicago Great Western Ist 4s, 
Western Maryland Ist Mtg. 4s, 1952 
Rock Island, Ark. & Louisiana Ist 4s, 1934 


Industrials: 
Cuba Cane Sugar 7s, 1930 
Empire Gas & Fuel 7s, Series “‘A’’ 1937 
International Mercantile Marine 6s, 1941 
American Agricultural Chemical Co. 7%s, 1941 


Public Utilities: 
Brooklyn-Manhattan Transit 6s, 1968............ ore 
Chicago Railways Ist 5s, 1927 
Hudson & Manhattan Adj. 
Interboro Rapid Transit 5, 1966 
Third Avenue Railway Rfd. 4s, 1960 


* Principal and interest guaranteed by Dominion of Canada. 


able in 1936. 


Apx. 
Price 


t Callable in 1951. 
{ This represents the number of times interest on the companies’ entire out- 
standing funded debt was earned, based on earnings during the last five years. 
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government payments during period of government operations of railroads. 
(c) Lowest denom. 


(aa) 1922. 
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g Average last four years. 
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BOND MARKET CONTINUES 
DULL 


HE bond market continued to indi- 

cate a resting period since its re- 

cession from recent high levels, 
although it received a measure of sup- 
port from the entrance of the Govern- 
ment as a purchaser of Liberty loan 
issues. This was natural. Being able to 
borrow for its needs at a 244% rate, it 
is good business for the Treasury to re- 
tire some of its 4%4% obligations. This 
resulted in strength in a few of the le- 
gal investment issucs, but the greatest 
activity continued in the more specula- 
tive group of loans. In this division, the 
junior St. Louis-San Francisco issues 
were remarkably steady at a shade under 
their high prices. On the other hand, 
there was a great deal of pressure against 
the Chicago, Milwaukee & St. Paul bonds, 
owing to rumors of inability of the man- 
agement to arrange the funding of the 
47 millions of maturities next year. There 
is a good measure of risk involved in 
holding the junior St. Paul issues, but 
for one who is willing to incur this risk, 
the rewards may be commensurate, con 
sidered only from a_ speculative view 
point. 


Utility Bonds 


There was little interest in the public 
utility division. Changes in this class of 
securities were for the most part frac- 
tional. Among the industrials the oil, 
copper and sugar issues were strong, 
there being no real weakness in any de- 
partment of the list. 

Subscribers will note that in the Guide 
we have eliminated the Wilson & Com- 
pany first mortgage 6s of 1941. This is 
done in accordance with our policy not to 
carry in the Guide the securities of any 
company which is in receivership. It does 
not necessarily follow that we advocate 
the sale of these bonds at present levels. 
As a matter of fact, it is our opinion that 
they are well worth present prices, in 
view of the fact that they are an abso- 
lutely first mortgage on properties hav- 
ing a valuation considerably in excess of 
the bond issue, and that all interests must 
see that the business, one of the Jargest 
in the country, is carried on to salvage 
the amounts due unsecured creditors. Of 
course, this can only be done to the satis- 
faction of the holders of the first mort- 
gage bondholders, and their position is a 
satisfactory one, as there is nothing to 
indicate the properties cannot earn, under 
normal conditions, in excess of interest 
requirements on the first mortgage bonds. 


The Best Opportunities 


Developments during the past two 
weeks have not been such as to cause us 
to change our views that the best oppor- 
tunities in the bond market continue in 
well selected middle-grade and semi-spet- 
ulative issues. Referring to our Guide, 
it will be noted that there are still a fair 
number of bend issues selling to yield 
attractive returns for average investment 
purposes. 
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Are the Five and Ten 


Cent Store 


Over-Rated? 


To 


Prices Justified? — Interesting Facts the 
Investor Should Know About the Business 


HE business record of the five and 

ten-cent store companies is impres- 

sive. It is a record of almost un- 
exampled growth and prosperity, a record 
of stability and profits during all periods 
in the economic cycle, and undeniable 
proof of the results that can be obtained 
through low-cost distribution and _ intelli- 
gent merchandising. 

The securities of the four largest 
organizations in the field have good in- 
vestment quality. The industry is sound; 
the four organizations are well estab- 
lished and capably managed, and profits 
are still on the increase. But hasn’t this 
been more than discounted by the phe- 
nomenal advance in market value of the 
common shares? 

Within the past five years the combined 
sales of Woolworth, Kresge, Kress and 
McCrory have practically doubled, and 
as there has been no radical change in 
the margin of profit, net earnings have 
shown about the same extent of average 
increase. The increase in the market 
value of the shares of these companies, 
however, has been out of all proportions 
to the increase in profits. A graphic illus- 
tration of this point is given in the 
accompanying comparison of Woolworth’s 
profits and the market value of its com- 
mon stock. While split-up shares and 
stock dividends have brought the price 
down to just above par at the present 
time, the stock of the company that was 
outstanding in 1919 would now be worth 
$560 a share, figured on the basis of old 
capitalization. Thus while profits have 
increased 142 per cent in the last five 
years, the market value of Woolworth 
common has risen 337 per cent! 

The holder of the stock, who made a 
purchase in 1919 paying $122 a share (the 
average market price for the year) had 
a security whose equity in current earn- 
ings would be equivalent to over 14 per 
cent on market value. Dividends were 
being paid at the rate of $8 annually 
which meant a current return of 6% per 
cent on the investment. All this could be 
had from a security then known for its 
exceptional investment qualities, during 
a year noted for its high stock prices. 
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Today, this security on 
the split-up basis is selling 
around 110, with current 
earnings equivalent to about 
8 per cent of that price and 
the current yield on the in- 
vestment in the form of 
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cash dividends amounting 

to only about 2.75 per cent. Ob- 
viously Woolworth common was greatly 
undervalued in 1919 on the basis of 
known possibilities, or else is much over- 
valued now from the same _ standpoint. 
Perhaps a little of both. 

Just what does the present holder ex- 
pect to receive in the way of dividends 
and profits during the next few years? 
No doubt he expects the company to again 
double its earnings in five years’ time. 
Nearly everybody does and it may pos- 
sibly happen. But with sales and profits 
doubled five years from now earnings per 
share would still not exceed those of 1919 
when the very highest price for the stock 
was 136 and the highest return in cash 
dividends was 6% per cent. In 1919, the 
book value of the stock was $100 while 
today on the new amount of outstanding 
stock it is but approximately $30 per 
share. 

This is certainly something for the 
holders of Woolworth and the other five 
and ten-cent store stocks to consider. 
Practically the same situation exists as 
regards the present market levels of all 
four securities. They have more or less 
discounted the probable increase in earn- 
ings that will take place in the next three 
years at least. To have them discount 
larger earnings in a period beyond that 
time would certainly appear to be look- 
ing too far into the future. Many radi- 
cal changes are possible during five or 
six years, even in the five and ten-cent 
store business. 


Explanation of Growth 


It is interesting to compare the results 
obtained over a period of years by the 
five and ten-cent stores with those of 
other divisions of retail trade. While the 
business is essentially a chain-store idea, 


it is vastly more profitable than the aver- 
age chain-store enterprise, that is, the 
chain grocery store or the chain depart- 
ment store, for example. Although prac- 
tically all chain-store groups have beet 
prosperous during the past few years 
few have shown the same stability 
profits and steady growth such as tli 
five and ten-cent establishments. 

One explanation of the good record oi 
Woolworth, Kresge, Kress and McCrory 
is the fact that expansion has been 
founded more on reinvestment of earn 
ings in the business rather than through 
resort to new financing. In each cas 
the organization has been established in 
a small way and expanded as earnings 
expanded. New stores have been opened 
with profits made rather than capital bor- 
rowed and the result has been more effi- 
cient management. It is worthy of note 
that not a few companies in the industry 
have failed dismally, because of having 
been built more along promotional lines 

Growth in sales from year to year has 
been due both to the builuing up of sales 
and the opening of new stores in new lo- 
calities. In the past five years, the four 
largest organizations have opened a total 
of 263 stores or an increase of 18 per cent, 
bringing the total number in operation 
up to approximately 1812 at the close of 
the past year. In view of the much 
greater increase in total sales, it is ob- 
vious that sales per store have gained 
materially. This is due both to the fact 
of natural expansion of sales and also t 
the fact that a large number of the 
new establishments opened in recent years 
have been Iccated in large cities, thus 
swelling the sales volume per unit. 

Basic factors in the strength of the 
five and ten-cent store organizations lic 
in their methods of doing business. In 
the first place, articles sold are larcely 
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Woolworth’s Profits and 
Price of Common 


Profits for Market 
Common Stock Value 
a In Millions ee 


9.5 64.0 
8.9 79.3 
13.0 79.0 
17.6 120.0 
20.7 161.0 
23.0 (est.) 280.8 


| 


Year 
1919. 
1920. 
1921. 
1922. 
1923. 
1924. 


Profits will have increased 142 
per cent in the last five years— 
with 1924 estimated. Market 
value of the stock has increased 
337 per cent. 











in the five, ten, and fifteen-cent price 
class. Several organizations, and notably 
S. S. Kresge, have in the past few years 
gone into the 25c to $1.00 price class for 
icles, but in few cases are articles sold 
that are priced higher than this last fig- 
The result is that sales volume does 
wt respond to any extent to changes in 
momic conditions. People are just as 
rone to buy these low-priced articles 
uring hard times as in any other, if not 
ire so. 
Due to the low prices, and the fact 
hat retail prices on articles of this type 
not change to any degree, inventory 
losses are negligible, and the significance 
this can be appreciated when it is 
nown that the average retailer fears in- 
ntory losses more than any other fea- 
re of his business. Then too, inven- 
ries are turned very rapidly, thus giv- 
the company full benefit of large 
jrofits on total annual sales, in spite of 
nall profits per transaction. As a usual 
ing, inventories are turned about every 
35 or 40 days,. or more than 8 times a 
year. This is a much quicker turnover 
than that of even the large department- 
store systems. 


What About Competition? 


To these advantages may be added the 
fact that large organizations in this di- 
vision of retail trade are able to buy in 
great quantities at low prices and make 


use of the cash discount usually allowed 
to retailers by manufacturers and whole- 
salers. All of these factors combine to 
account for the large margin of profit. 
In 1923, the average margin of profit, that 
is, the percentage of gross left for earn- 
ings after all expenses, amounted to above 
10 per cent, and in the case of one organi- 
zation the margin of profit was larger in 
1923 than at any other time in the past 
ten years. 

It would certainly be logical to suppose 
that a large and increasing margin of 
profit to be had in a particular line of 
business would soon attract so much capi- 
tal and so many companies into the field 
that competition would reach dangerous 
proportions. But such a development has 
not yet taken place and presumably is 
not likely to for several years at least. 
Many small independent establishments, 
it is true, have sprung up like mushrooms 
in different parts of the country during 
the past few years but their small size 
and insufficient buying power, mediocre 
management, etc., have made it impossible 
for them to compete with the four lead 
ers. 

While it is possible that some of these 
new organizations will eventually expand 
and attain a size that will allow them to 
compete under favorable circumstances, 
such a growth will require a period of 
years. As previously pointed out, success- 
ful expansion in this industry must be 
gradual. On the other hand, of course, 
one must consider the problem of compe- 
tition between Woolworth, Kresge, Kress 
and McCrory themselves. Except in iso- 
lated instances there has been no active 
competition between these organizations 
as yet due to the size of the field and the 
fact that several sections of the country 
were until lately practically unscratched. 
Active price competition has not yet de- 
veloped due in all probability that the pub- 
lic has not yet arrived at that point where 
it will favor the organization undersell- 
ing the other. By this it is meant that 
the extreme low selling prices and the 
reasonableness in respect to costs have 
so far kept the price-cutting evil out of 
the industry. 


The Prospects 


It seems obvious that there is no such 
thing in this industry as a saturation 
point. So long as the country continues 
to grow and purchasing power increases, 
the five and ten-cent stores should report 
larger sales volume as a whole. World 





Yields on Five and Ten 
Cent Store Stocks 
Compared 


Earned on stock 
in 1923 in per 
cent of present Current 


market price yield 

.. 740% 2.75% 
1.85 
1.75 
4.00* 


Woolworth 
Kresge 


McCrory 


*A 1 per cent dividend has 
paid quarterly in 


present 


been common 
stock, which at 
prices would be equivalent to $4 


market 


annually. 











conditions will also have little effect. Any 
increase in world trade and larger impor- 
tations into this country, which are feared 
will not be a 
and ten 


manufacturers, 


by many 
in the five 


factor of importanc« 
cent store business. 

Nor is there much doubt that the sales 
four large organizations 
in the industry will continue their up 
climb. This is not the debatable 
point. What really should concern the 
stockholders of Woolworth, Kresge, Kress 
and McCrory is whether sales and profits 
will keep the same stride that they have 
kept in the past, which is evidently antici 
pated by stock prices. 


of each of the 


ward 


There is quite a difference of opinion 
in this regard. Every year there will be 
a number of cities coming into the size 
group that will warrant the expansion of 
operations into new territory. New and 
larger stores will also be opened in the 
cities now having a number of five and 
ten-cent stores. On the other hand, the 
industry has undoubtedly gone through 
its period of development and 
the likelihood exists that will 
gradually slow up under the influence of 
increasing competition. This may be com- 
pared to conditions within recent months 
in the automobile industry. While a sat- 
uration point has not been reached and 
profits are still being made, it is appar 
ent that the days of extraordinary growth 


greatest 
pre yeress 


and unusual earnings in all quarters are 


on the whole a thing of the past. The 





1919 
... 136-120 
170-106 
89-60 
31-29 


* 30% stock dividend. 
a Stock dividend of 334% %. 


Woolworth 
Kresge 
RE 
McCrory ...... 





1920 
145-100* 
120-155 

98-95 
35-35 


+ Split up on a 4 to 1 basis. 
b Stock dividend of 54%. 


Price Range of Four Leading Five and Ten Cent Stores 


1921 
139-105 
130-177a 

70-94 
50-50 


1922 
223-137 
110-189 
105-105 

68-68 


Recent 
108 
425 
230 
100 


1924 
120-72+ 
440-287 
230-190 
106-100 
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automobile industry has settled down to 
a more or less normal business basis and 
this is what will eventually take place in 
the five and ten-cent store business. 


WOOLWORTH 


At present, the F. W. Woolworth Co. 
is operating approximately 1,300 stores 
and plans to increase this number to 1,360 
before the year is over. Sales for the 
first seven months of 1924 showed a gain 
of 12 per cent over the corresponding pe- 
riod of 1923, this gain comparing with 
that in other years as noted below: 


Gain in Net 
for Common 


46% 
35 
. 17 
Ce Se bib ween awke 12 


Gain in 

Gross 
eer 18% 
eee 


1922 


From these figures, there is some basis 
for the belief that the slowing-up process 
is now under way in this company’s 
growth of earnings. Certainly, with the 
increase in sales and net earnings less 
marked, there is no logical explanation 
for the tremendous increase in market 
value of the stock during recent months. 

While financial condition is excel- 
lent (there are no bonds or preferred 
stock ahead of the common) and earn- 
ings for the current year should total 
$9 a share, Woolworth still appears to 
be overrated in terms of the market 
value of its junior issue. The holder may 
have the satisfaction of seeing future 
earnings catch up with present mar- 
ket prices, but he may also see a sub- 
stantial adjustment in market values 
before this actually takes place. For 
that reason, purchase of the stock is 
not recommended at this time. 


S. S. KRESGE 


From the standpoint of both number 
of stores in operation and volume of 
sales, S. S. Kresge is the second largest 
organization in the industry. At the close 
of 1923, it had 233 establishments and 
this number has since been increased. 
Earnings of the company have shown an 
even more remarkable increase than those 


of Woolworth during recent years due 
for the most part to the constantiy widen- 
ing of profit margin. Sales for 1919 were 
42 millions which was practically doubled 
in 1923, at 81.8 million dollars. Net in- 
come before preferred dividends, how- 
ever, in the same period rose from 2.2 mil- 
lion dollars to 9.4 million dollars. This 
325 per cent increase was due to the fol- 
lowing changes in margin of profit: 


Profit in 
por cent of sales 
? 


While earnings have shown the phe- 
nomenal increase indicated above, the 
common stock has risen in market value 
from a total of 13.8 million dollars to 
104.1 millions, which is 650 per cent. In 
1923, the company reported earnings per 
share on the common stock of $38 which 
is equivalent to 8.9 per cent figured at 
the present market price of 425 for the 
stock. Sales for the first seven months 
of 1924 were 10.5 per cent higher than 
in the same period of 1923 and it is prob- 
able that margin of profit has not changed 
materially, if anything, being perhaps a 
little under last year’s figure. Thus the 
result for the current year should be ap- 
proximately $42 a share compared with 
present dividend disbursements of $8 a 
share annually. 

This company’s dividend record 
would indicate that a stock distribu- 
tion is likely to be made before long, 
but this does not becloud the fact that 
the common stock is selling at high 
levels—very high levels in comparison 
with earnings both present and pro- 
spective. It is undoubtedly less at- 
tractive at the price than Woolworth, 
everything considered. 


S. H. KRESS CO. 


Closely resembling the S. S. Kresge Co. 
in name, business and size, is the S. H. 
Kress Co. This organization is now oper- 
ating 160 stores with twenty-five others 
under construction. It sells about 4,000 
different articles which range in price 
from 5 cents to $1 each. Sales have not 


shown a marked increase since 1919, com- 
pared with the other two organizations 
but are now running proportionately 
higher than either two. For example, sales 
for 1919 amounted to 25.2 millions and 
43 millions in the past year. In the first 
seven months of 1924 the gain was equiva 
lent to 13.8 per cent. 

While profits of 3 millions in 1923 wer 
50 per cent higher than in 1919, the com 
mon stock is now quoted at 250 compared 
with an average market price five year: 
ago of 75. This is not quite so far out o 
proportion as might be expected. Earn 
ings for last year were equivalent t 
$27.10 a share and should be as high a: 
$32 a share for the current year. While 
the present cash return of but 1.75 per 
cent on annual disbursements of $4 a 
share annually, is unusually small, it 
is the writer’s épinion that this secu- 
rity is in a slightly better position 
marketwise than either Woolworth or 
Kresge common. 


McCRORY STORES CORP. 


The business of the McCrory Stores 
Corporation has been established over 
long period of years, but it is only re 
cently that the corporation has been abk 
to make a showing proportionately as 
good as that of the other three organi- 
zations. In 1917, it had 143 stores in oper 
ation from which sales of 7.8 millions 
were reported for the year. During the 
past year, sales rose to a total of 21 mil 
lions from 167 stores, and profits amount 
ed to $4 a share on the common stock 
on the basis of present capitalization. 

Market price of the common stock is 
now approximately par or 100 which 
means that last year’s earnings were but 
4 per cent figured on this price. It is 
beyond the writer’s ability to judge why 
such a high price should be reached when 
the company has a record less favorable 
than the other organizations. It is true 
that sales for the first seven months 
of 1924 showed an 18.1 per cent in- 
crease with the possibilities of profits 
this year amounting to slightly over $5 
a share, but this is certainly no war- 
rant for such high stock prices. Divi- 
dends are being paid at the rate of 
1 per cent quarterly in stock. 





S. S. KRESGE COMPANY 


McCRORY STORES CORPORATION... 





S. H. KRESS & CO 
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| F. W. WOOLWORTH CO 


at the rate of 4 to 1. 





A Statistical Comparison of the Five and Ten-Cent Store Companies 


Total 
Net Sales 


$30,000,000 
65,100.000 
81,800,000 


7,800,000 
17,100,000 
21,300,000 


17,600,000 
30,600,000 
34,000,000 


98,100.000 
167,300,000 
193,400,000 


Av’ge Sales 
per Store 


$183,400 
307,500 
351,200 


54,700 
106,000 
127,500 


122,400 
211,300 
223,400 


98,100 
141,500 
153,500 


Number 
of Stores 


1917 164 
1922 212 
1923 233 


1917 143 
1922 161 
1923 167 


1917 144 
1922 145 
1923 152 


1917 1,000 
1922 1,182 
1923 1,260 


* Amount of common outstanding increased from 70,000 shares in 1922 to 364,000 in 1923. 
+ On basis of new capitalization, the par value of the capital stock having been changed from $100 to $25 during April, 1924, and exchanged 


Dividend rate $3 per annum on new stock. 


Div. 
Paid 


Av'ge Profits Earnings 
per Store per Share 


$11,300 $17.25 
$1,200 35.50 
40,700 38.15 


2,200 3.95 Sass 
7,300 15.05 14% stk. 
9,400 *4.35 *6% stk. 


30.100 9.80 
21,300 22.80 
22,800 26.10 


9,200 13.95 
15.500 +6.60 
16,000 17.96 


Net Profits 


$1,860,000 
6,614,000 
9,492,000 


$21,700 
1,185,000 
1,671,000 


1.465.400 
3,088,600 
3,472,900 


9.252.300 
18,324,300 
20,698,100 


4.00 
4.00 
$2.00 


+2.50 
t2.00 
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Three Interesting Industrial Switches 


How Holders of Three Well-Known Issues 
Can Materially Improve Their Position 


By ARTHUR K. HOYT 





Switch from: 
United Drug ist Preferred 
Paying $3.50 dividends—selling 
at 48 
To: 
Liggett’s International Pfd. 
Paying $4 dividends—selling at 54 











NITED DRUG for the past two 
U years has made substantial progress 

and is now covering the first pre- 
ferred dividend with a wide margin to 
spare. At 48 this stock, returning 7.3%, 
is fairly attractive. However, holders 
can obtain a slightly higher yield and an 
even greater degree of safety by switch- 
ing into Liggett’s International preferred, 
paying $4 and selling at 54 to return 
749%. 

Liggett’s International is controlled by 
the United Drug Company through own- 
ership of a majority of the common stock. 
It controls companies operating in Can- 
ada and England, including Boot’s Pure 
Drug Co., Ltd., of Great Britain operat- 
ing over 700 drug stores in the British 
Liggett’s International preferred 
stuck is guaranteed as to dividends by the 
United Drug Company and hence divi- 
dends are a fixed charge ranking ahead 
of the United Drug preferred dividend 
payment. This exchange, therefore, 
means replacing a junior contingent obli- 
gation by a senior fixed obligation with 
an actual gain in yield. 

Liggett’s International 
the disadvantage of being 


Isles. 


preferred has 


Switch from: 
Kelly Springfield common 
Paying no dividends—selling at 17 
To: 
Kelly Springfield 6% pfd. 
Paying no dividends—selling at 54 











HILE there has recently been some 
W improvement in the tire indus- 

try it will take much more than 
moderate profits to bring dividends 
to Kelly Springfield common stockhold- 
ers. In the first place, there are 8.5 mil 
lion dollars 8% bonds outstanding which 
must be retired at the rate of 1 million 
a year. In the second place, there are 
two issues of preferred stock preceding 
the common on which no dividends are 
now being paid and on which back divi- 
dends are accumulating. 

The first preferred stock is a 
issue amounting to only 29,500 
compared with 363,600 shares of common, 
and it only requires $177,000 per annum 
the entire 6% Under 
only moderately favorable operating con- 
ditions, Kelly Springfield should be able 
to earn this dividend. 

There are 3% back dividends due which 
must be paid up before the 5.2 
issue of 8% preferred stock can receive 
any return. By switching from the 
common stock into the Ist preferred, 
holders will improve their prospects 
of receiving dividends. 


small 
shares, 


to pay dividend. 


millions 


Switch from: 
Chandler Motor 
Paying $3 dividends—selling at 
36 
To: 
Hudson Motors 
Paying $3 dividends—selling at 29 











HANDLER Motor Company _re- 

cently reduced the dividend rate 

from $6 to $3 because of the sharp 
falling off in this year. At 
present levels of 36, the stock returns 
8.3% which, while a liberal return, is 
considerably less than can be obtained in 
many other motor stocks. Hudson Mo- 
tors, paying the same dividend and sell- 
ing at 29, returns 10.4%. 

A careful analysis of the two companies 
leads to the opinion that a switch from 
Chandler to Hudson is desirable. The 
latter company in the first six months of 
the current year earned as much per share 
as Chandler and in 1923 earnings were 
very nearly as high. This year has been 
an excellent test for the automobile com 
panies. Competition has been keen and 
only those concerns in the strongest trade 
position have been able to make a good 
showing. Hudson is one of the very few 
that have been able to substantially in- 
crease car sales in 1924. Another point 
in favor of Hudson is its strong financial 
condition. Chandler Motor, on the other 
hand, is in relatively weak financial con- 
dition ratio of current assets to 
current liabilities of 1% 
to 1 and kank loans of 


earnings 


with a 





unlisted, but it has an ex- 
cellent over-the-counter 
market so that the differ- 
here is unimportant 
irom an investment view- 
pot. Both issues are re- 
decmable at 60. The re- 
demption of United Drug 
preferred appears a very 
remote contingency, where- 
as the retirement of Lig- 
International pre- 


ene 


To 


gett s 


From 
Chandler Motor . $7.34 $3.04 


Hudson Motor .. 


Three Desirable Industrial Switches 


Earned Per Share 
1924 1924 


(6 mos) 


6.67 3.03 


Price 


$600,000. 

The Hudson Motor $3 
dividend appears very well 
protected from the view 
point of both earnings and 
financial condition, where- 
as the Chandler dividend, 
although recently cut in 
half, must still be regard- 
ed as unsafe. There ap- 
pears to be no good rea- 


Yield 


8.3 


10.4 





erred is more probable 
as it would terminate the 
permanent liability of the 
United Drug Company to 
pay the dividend. More- 
over, it is possible at some 
uture date Liggett’s In- 


To 


From 
Utd. Drug Ist pf. 12.70 


Liggetts Int. pfd. 


8.29 


3.50 


4.00 


son why the holder of 
Chandler stock should 
be satisfied with an 8.3% 
return when a switch to 
Hudson would bring 
this return up to 10.4%. 

Furthermore, Hudson 





ternational will be merged 
wih United Drug Com- 
pany, which might provide 
an added incentive to re 

Liggett’s International 
preterred, Altogether, 


To 


attractive than the 
United Drug preferred 
issue. 





From 
Kelly Spr’fi’d cm. 


Kelly Sp’ld Ist pf. def. 


the latter seems more —- 
* Dividends guaranteed by United Drug Co. 


def. 


54 


is a progressive com- 
pany with a good fu- 
ture, whereas it cannot 
be said that Chandler 
has made conspicuous 
progress in the past few 
years. The switch, con- 
sequently, seems a 
sound one. 
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Sears, Roebuck vs Montgomery Ward 


Diversity in Recent Results—Earning Power vs. Asset Value 
By BENJAMIN GRAHAM 





Montgomery Ward, as . , , mind, to see how they affect 
the two leading mail- Capitalization, Assets and 1923 the relative position of the 
Alar ge — tgp Earnings ge pen ye — 
submit to periodical com- "mn e most significant figures 
parison. At first glance, it sic Sears Montgomery in the case of these mer 
Capitalization: Ward 


might appear that such a : = chandising concerns are the 
, . y 250.000 
study could serve no useful Preferred (7%) settee $4,250, monthly sales. Here we note 


purpose. Montgomery Ward, Class “A” *20,500,000 | a remarkable contrast in the 
selling at 35, paying no divi- - hes ee ae aia cite Ciciatia recent results, which is 
dends, and with $21 per share otal Prior Obligations... . , $24,750,000 brought out in our graph 
accumulated on the senior Common Stock: For a number of years, end 
Class “A” shares, would seem Number of Shares........ 1,000,000 1,141,241 ing in 1921, Montgomery 
essentially a speculation. On Market Price 104 35 Ward sales had run just 
the other ye By _ Total Market Value $104,000,000 $40,000,000 | a = of > Sears, Roe 
we we oo Total Capitalization 64,750,000 | muck volume. Deginning with 
Roebuck, and its current divi- we . — : 1922, this percentage has 
dend rate of $6, would place 1923 Results: 2 steadily increased, and in the 
it at once in the more re- Sales ......ceceeceeseees 215,541,000 123,702,000 || first eight months of the cur 
spectable category of invest- RG NG i cerita amma coe 11,513,000 7,203,000 rent year, the ratio crossed 
ments. And this distinction Preferred Dividends 559,000 1,689,000 70%. In August alone the 
is strengthened by reference balance far Comenen 10,953,000 5,514,000 | figure was 76.7%. In other 
_ eo romana struc- Earned per Share 10.95 4.83 eae oe _ 
ure o e two companies, Oo M: “eae 10.5% 13.8% uC a consistently on 
since Sears, Roebuck has only ae of Market Price A % 2% times the business of its 
a small preferred issue ahead * 205,000 shares, no par, entitled to cumulative dividends competitor, its volume is now 
of the common, while Mont- of $7 per share, stated at $100 per share. only 1% times as great 


gomery Ward has two such i Incidentally, so far in 1924 
senior obligations represent- December 31, 1923: Montgomery Ward shows a 


ing nearly 40% of the total Current Assets $71,917,000 $32,604,000 practically 18% increase it 
capital. Current Liabilities ........ 17,950,000 8,534,000 | sales, while those of Sears, 
Nevertheless, it might be an = _ Roebuck have declined about 
pointed out that Sears, Roe- Working Capital $53,967,000 $24,070,000 3 per cent. 
buck common is itself hardly Net Tangible Assets....... 95,575,000 41,613,000 It is significant that the 
great strides recently made 
% 191.1% by Montgomery Ward vir- 
27 11.12 | tually commenced with the 
advent of President Merseles, 


GS Mion Roebuck and — a ————— well be analyzed with an open 





in the gilt-edged investment Ratio to Capitalization: 

class. Its dividend was but (a) Sales, 1923 1 
recently resumed after a sus- (b) N Pp fits. 1923 

pension of three years, dur- ee Pen, >: 
ing each of which its price —_ 

fluctuated more than 25 (d) Tangible Assets 85.: National Cloak & Suit Com 
points. The fact is that since Ratio to 1923 Sales: pany in January, 1921. It 
the war both these companies (a) Profits . 5.08 5.85 generally agreed that chief 
have shown violent changes (b) Working Capital ..... 30.6 credit is due his energy and 
in earning power. Hence the experience for the excellent 
trend of recent results might —— Sn as ———— results since achieved. 
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Complete results for 1923, analyzed in 


our table, show certain advantages in fa- 


ve 

t 
sp 
su 


w of either company. All figures are 
course considered in relation to the re- 
ective capitalization. Sears, Roebuck is 
bstantially stronger in assets, both fixed 


and current. Both companies did about 


52 
M 
er 


of business for each dollar of capital. 
ontgomery Ward, however, shows a 
cater margin of profit on sales—5.82% 
ainst 5.08%. This difference is more 


important than it looks. It enabled the 


aller company to report larger net 
nings on its total capital. And since 
oportionately greater part of the stock 
referred, limited to 7% dividends, the 
nce for the common works out at 
% of the market price, against 10.5% 
he case of Sears, Roebuck. 


Earnings of Two Companies 
Compared 


o figures for the current year’s net 
ruings are available as yet; but if the 
anges in sales are assumed to produce 

nilar effect on profits, it would appear 

Montgomery Ward is at present 
rning at the rate of about $6 per share, 

7% on the market price, against $10.50 

share, or 10% on the market price of 
irs, Roebuck. 

‘tt us now try to evaluate the va- 
us points in the above in favor of 

1 company. The larger asset backing 

nd Sears, Roebuck would not appear 

major consequence in an _ industry 
«re earning power so largely controls. 
more comfortable working capital po- 
ion is of greater significance, especially 
ndicating the likelihood of Montgom- 
Ward’s withholding dividends for 
ne time in order to build up its cur- 
assets. This disadvantage is intensi- 

1 by the $4,300,000 of accumulated divi- 

ls on the class “A” which, of course, 
ist be discharged before payments on 

common can be considered. 


Which Has Best Long-Pull 
Prospects? 


lhe greater proportion of preferred 
ck of Montgomery Ward is an unfa- 


rable factor from the purely investment 


Ta 
n 


re 


indpoint. But more speculatively con- 
red, this may turn out to be of sub- 
ntial advantage, especially if earnings 
ould continue to expand at the current 
te. For the limitation of 7% dividends 

good part of the capital means a cor- 
sponding larger percentage earned on 


the common stock in good years. 


a 
pr 


This argument must be given more than 
passing thought because, after all, the 
ice Of Sears, Roebuck itself is only jus- 


Preferred Stocks 


HE irregularity witnessed in the 

stock market during the past two 

weeks had little effect on quotations 
for preferred stocks. As a matter of 
fact, a number of issues made substantial 
advances, especially the dry goods com- 
pany shares. Gimbel Brothers and Asso- 
ciated Dry Goods first preferred were up 
2 points, and National Department Stores 
preferred, which for a long time changed 
hands at around 94, sold at 97. Pre- 
ferred stocks of the railway companies 
also came in for attention, especially 
those of the Southwestern roads, particu- 
larly St. Louis-San Francisco and St. 


Louis Southwestern shares, which ad- 
vanced several points. Gulf, Mobile & 
Northern preferred also gained over 2 
points, on rumors that directors consid- 
ered placing the stock on the regular 6% 
basis, which they could easily do, in view 
of the fact that the road this year should 
earn around twice the regular dividend 
requirement. Nickel Plate preferred 
gained 2 points, whereas Chesapeake & 
Ohio convertible preferred declined to 
103. We feel the issues enumerated be 
low are well worth the considcration of 
investors, especially the middle grade and 
speculative lists. 








These Stocks A:e Seiccttd as Offering Best 


Named. 


INDUSTRIALS: 
American Ice Company (n.c.). + 
United States Reauy & Improvem't Co. (c.).. 
Mack Trucks, Inc., ist d«- 
General Motors Corp. deb Joe 
Cluett-Peabody & Co Joe 
Loose-Wiles Biscuit Co. Ist . 
Studebaker Corporation ...... eecooees 
American Can Co. 


Endicott-Johnson Corp. ..... ecccevces 
American Smelting & Ref. Co........- 
American Steel Foundries........+++-- 


PUBLIC UTILITIES: 
North American Co....... ereecceceses 
Philadelphia Company 


RAILROADS: 
Chicago & Northwestern....... eccece . 
New York, Chicago & St. Louis........(c.)... 
Chesapeake & Ohio conv........ ececee bpooe 


INDUSTRIALS: 
Bush Terminal Buildings Co... 
Coca-Cola Co. .....seseeee ecccece ° 
Brown Shve Co 
Bethlehem Steel Corp. conv.........+- 
Cuban-American Sugar Co 
California Petroleum partic. pfid........ 
Gimbel Brothers, Inc. ° eees 
U. S. Industrial Alcohol Co............ 
Armour & Co., of Del ° 
Allis-Chalmers Mfg. 
Associated Dry Goods Co. Ist. 
Genl. American Tank Car Co.. 
Natl. Cloak & Suit Co........... 


PUBLIC UTILITIES: 
Radio Corp. of America A pid 
Amer. W. Wks. & Elec. Corp. Ist...... 
Metropolitan Edison .......... _ 
Public Service of N. J..ceccccsccceess> 
RAILROADS: 
Baltimore & Ohio 
Bangor & Aroostook... 
Colorado & Southern Ist pid 


° 
~ 


“+e 


eee" 
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INDUSTRIALS: 
Famous Players-Lasky Corp 
Pure Oil Co. conv, pid.......ceeseeess 
American Beet Sugar Co... 
National Department Stores........... 
Fisher Body —. of Ohio 
Austin, Nichols Co. . os 
Worthington Pump & »  cocectitbess 


PREFERRED STOCK GUIDE 
(LISTED IN ORDER OF PREFERENCE) 


Taking Into Consideration Assets, Eurnings and Finagcial Condition of the Companies 


Sound Investments tDivid 4 


Middle-Grade Investments 


Semi-Speculative Investments 


Opportunities in Their Respective Classcs, 


Div. Rate Approx. Appros Times 
$ Per Share rice Yield a 1 
2.7 
(y)2.8 
(y 5.1 


= 
o 


PMOMAPAHAGSG 
oxn@Qevon~ 


bd dd od od od dd 
OxaVToCoKaeeCw-ia 
La] 


4734 
45 


era 
oo 
“ce 


7 107 
6 91 
6.50 103 


Pon 
wBAaaqm 


” 
- 


Nn 
1 PROMO M OH MONT 
# oe Cf Oe @he 


eee ert err | 
NANPANS@sANAA 
eB OF O-19 2K aoa 


Mains 
Naxx 
egvn-~ 


enroa 
so 


“< 
3 
aree 


> 
a 
S 


tifie 1 on the assumption (essentially spec- Orpheum Circuit ........ eeccceseooosehbece 
ulative, though apparently well-based) International Paper Co..... s.sesees(C)eee 


that the mail-order business is bound to PUBLIC UTILITIES: 
resume its pre-deflation course of steady Amer. Water Wks. & Elec. 8d pid (e).+- e 


expansion. From this point of view Speculative Investments 

Montgomery Ward would appear to RAILROADS: 

have ter ng- Chicago Rock Island & Pac........(5%).. 7 88 . x) 1.35 
5 r . - —_ prospects than Chicago Rock Island & Paces .+. (6%). * 76 tx) 1.35 
ears, Roebuck’s first because it has a Gulf, Mobile & Northern............(e).. 8 694 (w) 1.25 
larger current earning power, secondly Western Pacific ........ coccccccccce (Ecce 6 70 ’ (w) 1.00 
because the trend of its sales and c.) Cumulative. (n.c.) Non-cumulative * Based on average earnings during past six 
profits has been more favorable, and fw) Average a = = years, em : aia ‘ 
. . . . . vetage tor las ree years, verage number times earnc ast ve 
thirdly, because it is capitalized so as ») y te for last four years. yeas “ ; 

to make the common stock more re- (z) Stock was issued this year. 


sponsive to improved conditions. _—_——— 
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American Tobacco Company 





IsAmerican TobaccoStill 
in the Investment Class? 


Effect of Tobacco Products 


Lease—Position of Dividends 


By MAX GROSSMAN 


tobacco has been steadily reflected 

in the market for tobacco company 
shares; especially have spectacular ad- 
vances been witnessed in the stocks of 
cigarette-producing companies. LIGGETT 
& MYERS TOBACCO CO. shares, in 
their new form, par having been reduced 
from $100 to $25 and four shares of new 
stock issued for one old share, is selling 
at an equivalent of almost 250 for the 
shares, whereas it sold as low as 190% 
in 1923. 

R. J. REYNOLDS TOBACCO CO. 
class B shares are now selling at 76 com- 
pared with the low of 47 last year. The 
actual appreciation is greater for the rea- 
son that a 334%4% stock dividend was dis- 
tributed to shareholders in December of 
1922. TOBACCO PRODUCTS CORP. 
shares sold as low as 46% last year, al- 
though they are now selling 20 points 
higher. 

The stock of AMERICAN’ TO- 
BACCO CO., however, one of the strong- 
est factors in the industry, does not ap- 
pear to have kept pace with the market 
quotations for the shares of its competi- 
tors, as the low price of 13654 made 
earlier during the current year, and lower 
than at any time in 1923, compares with 
the present market level of 149. A ques- 
tion in the minds of a number of inves- 
tors is: Does this indicate that the once 
dominant factor in the industry is slip- 
ping, or are its shares undervalued? 

The company was formed in New Jer- 
sey in 1904, as a merger of the Ameri- 
can Tobacco Co., Continental Tobacco Co. 
and Consolidated Tobacco Co. In accor- 
dance with the decision of the United 
States Supreme Court that it was a trust 


Tis increase in the consumption of 


in restraint of trade, the business was 
segregated in 1911, and various factories, 
brands and business sold to the newly 
formed Liggett & Myers Tobacco Co. and 
P. Lorillard Co. The old company also 
disposed of all its interests in the licorice, 
tin foil and snuff business, distributing 
among its stockholders at various times 
proceeds of sales of the securities. 

The company has plants at Durham, 
North Carolina; Danville, Virginia; Bal- 
timore, New York, Milwaukee, Louis- 
ville, Richmond, Nashville, Brooklyn, 
Reidsville, North Carolina, and Middle- 
town, Ohio. Last year, it leased the 
entire tobacco manufacturing facilities of 
the Tobacco Products Corp. for a sum 
of approximately 12 million dollars cash 
and an annual rental of 2.5 millions. The 
leased properties consist of factories and 
distributing depots at New York, Mon- 
treal, Philadelphia, Richmond, London, 
Cairo, Egypt, Smyrna, Athens, Cavalla, 
Samsoun and Shanghai, together with all 
rights to the brands of the companies 
previously controlled. 

This acquisition did not involve any 
new financing on the part of the Ameri- 
can Tobacco Co., the necessary funds be- 
ing supplied from its surplus account. 
The company also owns a majority of 
the stock of the American Cigar Co. and 
a substantial interest in the Mengel Co., 
manufacturers of lumber, boxes and 
containers with headquarters at Louis- 
ville, Ky. 

Present bonded debt consists of $314,- 
000 debenture gold 6s, due 1944. Only six 
years ago, the funded debt was over 27 
millions. The stock capitalization con- 
sists of 52.7 millions 6% cumulative pre- 
ferred; 40.25 millions common and 57.4 





AMERICAN TOBACCO'S 
DiviDEND RECORD 
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millions class B common, the junior 
shares having a par value of $100 per 
share. The only difference between the 
class A and the class B common is tha 
the former has the voting power, but t! 
two classes of common stock have equal 
rights as to assets and dividends. 

The company has been very liberal to 
shareholders in the matter of dividends 
In fact, its liberality has been the su) 
ject of some criticism on the part 
those who see too large an amount of i 
come being distributed in comparis 
with earning power, but this criticism 
would hardly seem justified in view 
the very strong financial condition. Bal 
ance sheet, as of December 31, 1923 
showed fixed property assets of 9.2 mil 
lions ; 30.4 millions stocks, bond and Gx 
ernment securities; and 1.3 million du 
from subsidiary companies; current assets 
were 97.5 millions of which 9.67 millions 
consisted of cash, 76.6 millions inventory 
and the remainder bills and accounts 1 
ceivable. Current liabilities amounted | 
only 11.5 millions leaving working cay 
tal of 86 millions. Inventory account 
while large, was not abnormal, in view 
of the nature of the industry. 

The earnings record is impressive. Ti 
American Tobacco Co. is the only one of 
the large tobacco companies which 1 
ports its gross sales. These have shrunk 

(Please turn to page 892) 








Gross 
in Millions 





* Old stock. 


+ “B” eommon stock. 


Ratio Exp. 
to Gross 


American Tobacco Company’s Record 


Total Net 
Income 
in Millions 

16.6 

16 
15.1 
18.2 
19 
17.8 


Per Share 
13.79 
13.11 
12.70 
15.46 
16.20 
14.95 


87.89% 
89.09 
90.02 
88.38 
87.44 
88.73 


Working 


in Millions 


Capital 

High 
*1983/, 
*31414 
7210 
7131144 
716534 
715934 
7153 


86.9 
83.2 
90.5 
98.6 
88.2 
91.6 
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industrial Oil 


Investors’ Indicator 


Curren. Earnings—Dividends—Working Capita, 





c—————_Dollars Earned Per Share—————, Yield on 
-—— 1924 —-—- tPresent Recent 
Industrials— Ist 2nd 6 Rate Recent Price Ratio of Current Asets to 
1922 1923 Quarter Quarter Months Div Price (%) Current Liabilities 


Allis-Chalmers 411 6.00 2.10 1.81 3.91 4 62 6.5 6 tol December 31, 1923 
Ajax Rubber 0.06 del. apes nae 0.33 10 ee 5 tol December $1, 1923 
4ir Reduction 5.23 12.31 3.13 2.69 5.82 bé 83 48 10 wl December 31, 1923 
Amer. Bosch Magaeto...... 0.27 0.99 1.53 0.31 1.84 . 28 , 2% tol December ol, 1923 
Amer. La France Fire Engine 1.90 1.75 0.39 0.51 0.90 ll 9.1 €4,to1 Deccmber 31, 1923 
Amer. Druggists’ Syndicate 0.63 0.27 gue ae 0.12 . 6 = 15 tol December 31, 1923 
Amer. Hide & Leather Pid... 4.20 def. 1.60 0.29 1.89 Se 63 ned 8 tol December 31, 1923 
Amer. Locomotive 21.25 snie ae 4.01 80 ‘ 8 tol December 31, 1923 
Amer. Steel Foundries sete 9.70 1.04 1.77 2.81 37 . 6 tol December 31, 1923 
Bethlehem Stcel 6.57 0.11 2.02 - 45 —_ 3% to December $1, 1923 
Butterick eens 3.90 ieee _— 2.94 as 18 — 2 June 30, 1924 
def. L def. def. _ 15 ' 8% to December 31, 1923 
7.34 sece see 3.04 7 1', June 30, 1924 
Cluett-Peabody 14.15 aia 4.10 3% December 31, 1923 
Coca Cola 7.65 413 6.62 ; 24,101 December 81, 1923 
Colorado Fuel & Iron b 1.67 ' def. 1.38 - 3% to December 31, 1923 
Corn Products .... 5 k4.39 k0.71 k1.82 December 31. 1923 
du Pont de Nemours 13.93 sabe —_ 5.84 December 31. 1923 
Endicott-Johnson 7.95 ve 3.13 . June 30, 1954 
Famous Players . 14.98 Y 4.32 December 31, 192% 
General Motors ; 2.66 — 1.15 , December 931 1923 
Goodrich 0.80 ° 2.51 “ June 30, 1924 
4.21 2 December 31. 1523 
Hayes Wheel . 6.60 2.11 June 30, 1924 
Hudson Motor 6.66 3.03 November 30, 1923 
def. b def. ee December 31, 1923 
Mack Truck . i 10.00 December 31, 1923 
Otis Elevator 7 k4.64 December 31, 1923 
Owens Bottle . r 2.61 Decetnber 31, 1923 
Pierce Arrow pfd ‘ 1.53 ee nee 2 December 31. 1923 
Remington Typewriter 3.80 ' one December 31, 1923 
Republic Iron & Stee! 3.11 “i , 5 December 31, 1923 
Sloss-Sheffield moe en December $1, 1923 
Spicer Manufacturing q . 1.57 ee 2 December 31, 1923 
Stewart-Warner 4.23 December 31. 1923 
Stremberg Carburetor . : 4.94 June 30, 1924 
Studebaker kJ3.88 December 31, 1923 
Timken Roller Bearing . 2.53 ? December $1, 1923 
United Drug .... sone see 4.12 . 2 December 31. 1923 
U. S. Rubber...... . —_ - 2.04 , ° 2 June 30, 1924 
U. S Steel.... . . Y 8.47 4 December 81, 1923 
Vanadium . 1.15 _ sabe Net current assets $4,482,000 
Willys-Overland . 0.88 ae — 554 tol June 30, 1924 
Youngstown Sheet & Tube... .... 6.18 December 31, 1923 











Oils— 

Ca'ifornia Petroleum +k5.09 71.91 . ’ j December 31, 1923 
Cosden & Co.......-- paeeness . def. sis a eee December 31, 1923 
Houston Oil .....+.-+- 13.96 15.30 o ane December 31, 1923 
Marland Oi) ........+. . $1.52 $2.36 os , June 30, 1924 
Pacific Oil : 12.55 31.66 Dec mber 31, 1923 
Pan-American B. ...... : 78.09 ease eee nies 4 z 2 December 31, 1923 
Phillips Petroleum ...... . $3.92 - ce os . December $1, 1923 
Pure Ou ee s _— March 31, 1924 
Sinclair Consolidated ........ . det. . *1.66 a ee 2 December $1, 1923 


Mining— 
American Smelting ..........- 438. oe 74 \ December 81, 1923 
American Zinc pfid...... . *0.73 ° 29 eee December 31, 1923 
international Nickel ........- \ — on 18 oe March 31, 1924 
Nevada Consolidated .... ' 0.38 " 14 — December $1, 1923 
Ray Consolidated .......+.+-- » *0.29 . 12 — December 31, 1923 
Utah Copper ....eeseess 2.75 77 . December 31, 1923 


+ Dividend rate covers regular dividends on yearly basis. j Earned $1.67 on preferred in 1922 

¢ After deducting depletion and depreciation. k On increased shares outstanding 

§ Year ended March 381 1 Earned $4.40 on preterrea 

a After deducting depreciation and revaluation of inventory. ° p For year ended March $1, 1924. earned 40c a share on co.nmon 
b Extra dividend of $1 declared payable Oct. 15. q Earned $4.58 a share on preferred 

¢ 10% stock dividend paid Apri! 15 s Year ended March $1, 1924, earned $3.21 a share, compared with 
d Including extra dividends of 50 cents quarterly. $1.87 a share previous year. 








i 
| * Before depreciation and depletion. h 25c extra paid june 5 
| 
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For Men and Women Who Look Ahead 








The Case of Henry Roelofs 


NEW example of the wonders of com- 
Ke) pound interest is to be found in the case 
\ Vso of one Henry Roelofs. 

aS Said Henry Roelofs was made a bene- 
ficiary of the will of the late John B. Stetson, 
famous hat manufacturer. The bequest he re- 
ceived, according to newspaper reports, amounted 
to $100,000. Under the terms of the will, this be- 
quest was not to become Mr. Roelofs’ property until 
he should have reached the age of 21. Meanwhile, 
the principal sum was to be invested and both 
principal and interest re-invested for the benefit 

of the ultimate recipient. 

Passed a period of 19 years. Came the approach 
of Henry Roelofs’ twenty-first birthday and with 
it a preliminary accounting. Followed the an- 
nouncement which is the basis of this editorial— 
the announcement that, through the operations of 
compound interest, the be- 
quest had swollen in value 
from $100,000 to $375,000. 

In other words, within a 
period of 19 years, Mr. 
Roelofs had become 334, = 
times as wealthy as he could — 
otherwise have become had ied 
the amount of the bequest 
been stored away for him 
and allowed to remain idle 
instead of being kept at 
work. 

Through compound in- 
terest, this young man’s 
fortune has been nearly 
quadrupled in 19 years! 


«10 
“15 
« 20 


Of course, not everyone 
could hope to duplicate the 
feat achieved by Mr. Stet- 
son’s administrators — as- 
866 


VaLuE oF $1 
INVESTED at 6% 
COMPOUND INTEREST 
Art Eno oF 5 Years-*1.33 


8 9 10 Il 2 1314 15 16 


HE ROAD To FINANCIAL INDEPENDENCE 


suming it was they who handled the Henry Roe- 
lofs bequest. To build $1 up to $3.78 in 19 years 
(which is practically what these handlers did) 
necessitates securing a regular, unbroken, annual 
interest-return of 7.25% and not everyone can ob- 
tain so high a rate, year-in and year-out, for practi- 
cally two decades of time. Furthermore, these 
handlers had $100,000 to work with—and it is 
much easier to re-invest a 7.25% interest-return on 
$100,000 ($7,250) than it is to invest a similar 
interest-return on, say, $1,000 ($72.50). 


* * * 


Still and all, the case of Henry Roelofs is striking 
and pertinent evidence which none of us can af- 
ford to ignore as to the enormous “secondary 
power” which compound interest gives a man, even 
though his capital and his interest-return be com- 

paratively small. 


The case of Henry Roe- 
lofs calls to mind the old de 
fiance, “Time and myself 
against any man!” It car- 
ries a message to every 
middle-aged man who 
hopes, some day, to retire 
—every young man who as- 
pires, some day, to set him- 
self up in business—every 
father who has the future 
of his children at heart. It 
should supply a new and 
commanding impulse to 
those who have promised 
to “get started at this busi- 
ness of saving,” but who 
have kept postponing the 
start until “a little later 
on.” 
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Investing 


Building Your Future Jucome 


How Long Will It Take Me 
to Double My Money? 


An Answer to a Reader 
Who Claims to Be Averaging 
a Yield of 750 Per Cent. 


Investing 











further assuming that all interest moneys 
can be collected and re-invested every 
half-year, thus being compounded semi 
annually. 

Since the correspondent has the samc 
amount invested in each security group, 


In 914 Years— 
With Interest Compounded Semi-Annually 


$12,500 invested 
12,500 - 
12,500 
12,500 


at 0% 


1% 
— 
8% 


$50,000 





would be worth $21,875 
24,000 
26,250 


28,750 


$100,875 








Fu- 
fol- 


“VROM a reader, 
ture Income has 
lowing letter: 

‘I have $50,000 invested in Railroad 
Bonds, American Tel. & Tel. stock, Real 
state Mortgages and Miscellaneous 

mmon Stocks. My investment is about 

ially distributed over these four groups, 

| pays interest (sic) as follows: . 


Building Your 
received the 


uJ 
6% 


"Cf 


‘jo 


Mortgages 
Railroad Bonds 
i. ae & 8. 


Miscellaneous Stocks 


stock.... . 9% 


. 8% 
‘I re-invest the entire interest received 
ym these investments, thus compound- 


it. Please let me know how long it 
ll take me to double my money.” 


Interest Rate vs. Yield 


event he must have paid around $120 per 
share for it. Manifestly, then, the yield 
from this investment will be only about 
7.50%, despite the fact that he holds a 
“9% stock”; and the length of time nec- 
essary for this investment to double in 
value must be figured on that 7.50% yield 
basis, and not (except indirectly) on the 
9% dividend basis of A. T. & T. stock. 
Ignoring, for the moment, any such 
misunderstanding as that outlined above, 
let us accept this correspondent’s figures 
on “interest” as being his actual “income 
yield” in each case. We then get to the 
main problem of determining how long 
it will take his funds to double in value, 
assuming his ability to re-invest all in- 
terest throughout any necessary period, 
at the rate being obtained from the va- 
rious investment groups now held; and 


it is fair to average his interest return 
This we find to be 7.50%. Referring to 
our Compound Interest tables, we further 
find that funds invested at 7.50%, com 
pounded semi-annually, double in value 
in about 9% years’ time. On this basis, 
then, our correspondent, if he be forty 
years of age today, may expect his $50, 
000 to grow into $100,000 before his 
fiftieth birthday. 

= “Buts” 


Some and 


It should be noted that this investor 
cannot, in wisdom, definitely count upon 
this happy consummation within the time 
specified. To attain the result, there must 
be not a single defalcation on the part of 
his holdings in respect to interest pay- 
ments ; he must be always able to prompt 
ly re-invest his interest funds at the rates 
specified, most of which are abnormally 
high; and the principal value of his origi 
nal commitment cannot shrink at all 

Furthermore, as said at the outset of 
this article, the correspondent is probably 
not receiving any such income yield as 
that indicated by the interest rates he has 
cited. His actual income yield, probably, 
is around 6%; and money invested at 
6%, compounded semi-annually, takes be 
tween 11% and 12 double in 
amount 


years to 





rhe writer of the above letter may be When Compounded Semi-Annually— 
der some misapprehension as to the 
ccepted meaning of the term “interest.” 
\t any rate, he is apparently confusing 
with the term “yield.” Of course, it 7% 6 “« a “ 
the yield from one’s investments which . 
ist be known if the time needed to 
uble one’s principal is to be determined ; 
ind the interest rate paid by his invest- 
ments, in per cent of par value, is of 
mificance only insofar as it helps de- 
rmine what that yield may be. 
For example, our correspondent may 
have purchased his American Telephone 
& Telegraph stock only recently, in which 
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Money invested at 6% doubles in 12 years 


8% 


(These figures are approximate) 
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The High Cost of Carelessness 


How “Mr. Investor” Forfeited Most of 
His Income Through Lack of Vigilance 


By “G. B.” 





I:ditor’'s Note: The 
writer of this article is 
employed in the statis- 
tical department of an 
investment firm. The ar- 
ticle is founded in fact, 
being based on the ex- 
amination of an actual 
investment holding. 
Though an extreme case, 
we commend it to the 
especial consideration of 
all investors who have 
not “overhauled” their 
commitments for a 
lengthy period of time 
and who are thereby 
running counter to the 
old adage, “Eternal vigi- 
lance is the price of 


dividends.” 


ee ICE little job 
there, waiting 
for you,” cheeri- 
ly called the Junior Part- 
ner, as I came into the 
office. He has a dis- 
couraging way of com- 
ing early, that makes 
me feel guilty when I 
walk in fifteen minuies 
late—as I usually do. 
“Looks interesting,” I 
commented in reply, 
picking up a couple of 
sheets of yellow paper 
covered with pencil 
scrawl, which developed 
under scrutiny into a list 





Total loss. 
reorganization expired 
Defaulted, but still exchange- 
able under plan 

In receivership. 
formulated yet 
Company in trouble. 
ments to be made for a year. 
Well-known companies, 
have never earned much. 1923 
reports very bad 2 
Obscure bonds, 
Paying now, but future doubt- 
ful 

Fairly good, but 
speculative 2 


No. of Bonds 
No. Defaulted 


An Analysis of “Mr. Investor’s” 


Bond Holdings 


Issues 


Time limit under 


No. of No. of as 
Bonds 


No pay- 


but 


no market. 


6 54 


decidely 


20 185 


Industrials 


10 5 
108 27 
54 13 


Not one government, or municipal, or even high- 
grade railroad bond, among 185! 


19 cash 


15 he 


Traction 


good issues, but it is 
possible that he held 
other bonds, not included 
in that list. 
However, deplorable 
the choice of poor 
bonds may be, nothing 
excuses neglect. Thes« 
bonds could not have 
been watched, for m 
ene would deliberately 
take losses to such a 
great extent. If some of 
the totally defunct bonds 
in Group I had been ex 
changed in time, under 
the reorganization plans 
the man could have re- 
ceived good bonds or 
for some part oi 
his principal. If he had 
watched the earnings and 
reports of the companies 
back of the bonds in 
Group II, III, and IV, 
would have known 
that trouble was coming, 
and could have sold the 
bonds and bought safe 
ones. There is no in- 
come from these securi- 
20 ties at present, and ex- 
185 change under the exist- 
ing conditions means 

97 heavy loss. 

Groups V, VI, and VII 
are still bringing him a 
income, but they aré 
doubtful. Most of them 
never should have been 


Income 








of somebody's _ invest- 
ment holdings. Clipped 
to the top was a white square with a mes- 
sage from the J. P. “Please investigate. 
Any plan of reorganization? Date ex- 
pired? Any other important details?” 

A casual glance at the list showed 
names of companies that I knew to be in 
the receiver's hands. Many I didn’t know 
at all. 

“Seems to be a rather poor lot,” I re- 
marked to the J. P. “Where on earth 
did you get such a list?” 

“Belongs to a new customer of Bob's. 
He talked him into letting us analyze his 
holdings for him, and I guess it took 
some talking. The old chap thought he 
knew all there was to know about bonds. 
Judging from the ones I know on that 
list, they’re a lot of ‘dogs,’ shoved off 
on the- old duffer- by some clever-tongued 
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salesman. I'll be interested to see what 
you rake up on the lot. But it will a 
touchy problem to have to tell the old 
man what kind of bonds he holds.” 

The list contained 185 bonds, repre- 
senting 20 corporations. Being a statis- 
tician, it is.perhaps easier for me to put 
the analysis into tabular form. The re- 
sults of the investigation were as shown 
in the accompanying tabulation. 

What his motive could have been in 
buying such bonds, it is difficult for me 
to say. I don't know the man. Perhaps 
they were cheap and he was speculating. 
Perhaps he is one of the investors, rare 
among men, more. common among women, 
to whom a bond is a bond, regardless. 
Certainly it is odd, if he were speculating, 
that he did net preteet-himsehi-with some 


bought, except for pure- 
ly speculative purposes, 
and then not in quantity. It is to be 
hoped that this man will be able to clear 
his account of these, and fill it with good 
bonds, less in face value, probably, but 
worth something. When this is done, he 
will have laid a foundation for a solid 
financial structure, and can then con 
tinue to watch his bonds to improve th« 
yield. 

Note: Readers who are impressed witl 
the importance of a careful analysis 0} 
their holdings may be reminded that ther: 
is no dearth of trained experts capabl: 
of assisting them in the task. Newer m 
vestors, particularly, might better mak: 
use of this professional co-operatio: 
rather than trust to immature judgmen 
which may be insufficient to the need- 
Editor. 
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How I Would Solve These 


Insurance Problems 


Inquiries from Readers Conscientiously 
Analyzed and Carefully- Answered 


By FiLoreNce Provost CLARENDON 





come Department. 








HE Insurance Page is one of the most popular 
service-features of the Building Your Future In- 


Since its installation, some years ago, many thou- 
sands of inquiries have been answered through the 
Page, each inquiry being judged on its own merits, and 
in every case the personal circumstances and require- 
ments of the Inquirer being specifically considered. 


Readers whom the Insurance Page has helped are 
invited to tell their friends about it. 








FOR A YOUNG BUSINESS 
WOMAN 


A Suggestion to Enable Her to Pro- 

vide Against Dependence in Later Life 
I have read your articles with much in- 
cst and wonder if you would give me some 
ice. 
I am thirty-three years of age and am 
wking as private secretary and companion. 
, health is good and I cxrpect I shall al- 
ys work for my living. Do you know of 
me insurance I could be buying now that 
ull help me out later on? TI do not re- 
ve a lige salary now, so my payments 

ld not be lurge.—A. R., Woedstock, Vt 


I am much interested in letter 
and in your commendable desire to pre- 
pare now for maintenance in later life. 
Investment in life insurance is an excel- 
lent channel through which to achieve 

ur aim. The returns are guaranteed, it 
fords protection for a relative in event 

i your untimely death, and it encourages 
and stimulates systematic saving. 

You say that your hea!th is good and 
that you expect to always work for a liv- 
ing. Under such circumstances, you will 
oubtless always find much to interest 
you in your work,-and the busy years 

ill pass quickly. I would suggest that 

u apply for a 30-Year Endowment 
policy, in the sum of $5,000-$10,000, if 
vou can afford it. The policy for $5,000 
at age 33 would require a payment of but 
S131 annually (non-participating insur- 
nee) necessitating a saving on your part 
f but little over $10 a month to meet the 
vearly premium. 

Ls 


your 
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The proceeds of this policy would be 
payable when you were 63 years of age 
or at a time in life when you would want 
to take things easier even though you 
were still engaged in some remunerative 
occupation. If the proceeds of the $5,000 
at the date of maturity were used. to pur 
chase an annuity, you could obtain an an- 
nual income of about $480 

The cash, loan and surrender values 
would increase annually under the policy, 
and you would always be at liberty to 
take advantage of these options should 
circumstances make that necessary. 

Should you prefer .a shorter Term 
Endowment, the annual premium for a 
25-Year Endowment, maturing when you 
were 58, would cost approximately $157 
for $5,000. 


TO AVOID WORRIES 


Joint & Survivor Annuity Suggested 
to Couple “Tired of Worrying About 
Money” 


7 am a subscriber to your Magazine «and 
have not bothered “ou much in the past but 
could now like your advice as to the pur- 
chase of a joint annuity for muself and wife 

I am 67 and my wife 65. Have ben re- 
tired from business for 20 years. Our prop- 
trty consists of common and preferred stocks 
and bonds, and we have been upset and 
worried most of the time by losses and 
shrinkage and such variations in income as 
fron $4,000 to $16,000 a year from sub- 
stantially the same property. 

We want, in the future, to 
mental ease and also a larger income To 
this end, I am thinking of selline. say. “vont 
tuo-thirds of our property, which can now 


have more 


be done advantagcously, and purchasing 
“ joint annuity in such companies as the 
+ ohn Hancock Co., Ne York Life, Equitable, 
Metropolitan, New York Mutual and the 
Massachusetts Mutual Lift This woull 
largely increase our income and save us from 
a deal of worry. 

Now, my one concern in all 
question of safety. Do you think 
-nd prudent thing to do? We have 
‘ren, nor relatives to whom we are 


A. G. Boston, Mass 


this is the 
it i a ease 
no chil 
obligated 


An Annuity in the Joint & Survivor 
form is an excellent investment for a 
man and wife of your ages. When pur- 
chased from a good “old line” life-insur 
ance company, the purchaser is assured 
of a guaranteed income for life and is 
relieved of the responsibilities, worries, 
etc., involved in security investing. I con 
sider such a step prudent and advisable 
in your case. 

Most of the well known “old line” life 
insurance companies sell Annuities, and 
several of them especially feature this 
form of protection, among them the Met- 
ropolitan Life, the New York Life, the 
Aenta Life of Hartford, the Sun Life of 
Canada, etc. If you have any particular 
companies in mind, full information con 
cerning rates, etc., could be obtained 
through application to their main offices 

The rates charged on Annuities vary 
somewhat with the different companies, 
but in order that you may have an idea 
of what might be expected in the way 
of income from a typical Joint & Sur 
vivor Annuity, I quote you the rates of 
one good company at male and 
65 female: 

Per $1,000 of Purchase Price: 
.. $84.15 

41.20 

20.39 


ages 67 


Annual Income 
Semi-Annual Income 
Quarterly Income 


You will observe from the above fig- 
ures that the return is almost 8%%. 

Annuities are figured as at the “quarter- 
year.” If, therefore, you are, say, 67% 
years of age and your wife 65%, the re 
turn would be comparatively greater. 





What Can the 
Insurance Page 
Do for You? 
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Should I Build—or Buy? 


Some of the Pros and Cons of These 
Two Roads to Home-Ownership 


OME readers of the Home Building 

Page have asked me whether, in my 

opinion, a man who intends to be- 
come a home owner would do better for 
himself by buying a completed dwelling 
rather than by erecting a new one of his 
own planning. 

Like most questions in this world, this 
one has no single answer which could be 
made to apply in all cases. Indeed, the 
question involves about as many “ifs” and 
“buts” as any other question I happen to 
think of at the moment. 

However, some of the more important 
arguments for and against building (or 
buying) may be cited, not with the idea 
of convincing anyone that he should build, 
or buy, but simply that he may have a 
better idea of some 


By JAsoN THOMAS 


conflicting opinions than this subject. of 
“Should I Buy—or Build?” There is no 
subject I know of whose either side can 
be proven the right side with more vigor 
and assurance than this particular one. 
If I were to suggest, in the mildest con- 
ceivable manner, that any one of the 
arguments presented in this boxed table 
was final or holeproof, I might confidently 
expect to have the hosts from “the other 
side” down upon me before I could utter 
the proverbial Jack Robinson, amply 
equipped to prove me wrong. ; 

The reader is requested, therefore, to 
take each argument with a grain of salt, 
and not assume that any one of them 
is advanced as conclusive. 

Take the first argument, pro and con— 


the argument which says that, when yor 
buy “you know what you're getting, 
whereas when you build “the completed 
dwelling, etc., may not prove to be ex 
actly what you expected or wished t 
have.” This argument is based on per 
sonal experience and a fairly extende: 
observation, and, within my little spher« 
has proven more often right than wrong 
I could cite, literally, dozens of cas« 
where people who built homes for them 
selves were more or less flabbergasted by 
what they found the home to be after it 
completion. The surprises don’t alway 
surround the appearance of the house, o1 
the floor area obtained as a result of th 
footage allowed various rooms, either 
perhaps more often the surprises wil 
have to do, say witl 
the heating plant, o 





of the merits and 
demerits of either 
plan of action. 

For the perusal of 
those interested, I 
have jotted down 
some of the argu- 
ments, pro and con, 
and the reader will 
find these arguments 
presented, in “deadly 
parallel” form, in the 
accompanying box. I 


getting. 


Broadly Speaking 
IF YOU 


(1) You know what you're 


BUY— IF YOU 


BUILD— 


(1) The completed dwelling, in 


the efficacy of plumb 
ing arrangements, or 
something of that 
sort. Nevertheless, | 
know that othe: 
cases could be cite 
where defects wer: 


ials, ar- discovered in homes 





s r 


rangement, etc., may not 
prove to be exactly what 
you expected or wished to 


have. 


Your building-cost is, to 


that had been bought 
“as is”—defects that 
could have beer 
avoided had a home 
been built, instead o 


hasten to call at- 
tention to the two 
words “BROADLY 
SPEAKING” which 
appear at the top of 
the box and which I 
have expressly asked 
the printer to set in 
larger type than any 
other line in the dis- 
play. My reason for 
this request must be 
plain; briefly, I don’t 
want anyone to think, 
or to think that I 
think, that any one 
of these arguments 
will apply in all cases, 
or even that any one 
of them is acceptable 
at its face value. 

As a matter of 
fact, next to the great 
debate as to the de- 
sirability of, home 
owning itself, there 
is no subject I know 
of which brings out 
more contrasting and 
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(2) Your purchase-cost is ex- 


(3) 


(4) 


(5) 


actly determined. 


You have no contractors, 
architects, etc., to deal 
with and choose between. 


You may find a “bargain” 
in a home offered for sale. 


It requires comparatively 
little technical knowledge 
to select an attractive and 
suitable home. 


You must take what you 
can find. 


Your repair bill, immedi- 
ately after purchase, may 
be comparatively large. 


You cannot always find 
just the dwelling you want 
in just the location you 
wish to be in. 


You will probably have to 
pay the seller a profit. 


Your home will be of 
somebody else’s creation. 


some extent, problematical. 


_You have to choose be- 


tween, and deal with, archi- 
tects, contractors, etc. 


Homes are not built on a 
“bargain” basis. 


It requires considerable 
technical knowledge to 
build a home economically 
and efficiently. 


You may have, broadly 
speaking, what you want. 


Repairs should not be- 
come a heavy item for 
some time after construc- 
tion completed. 


You may, broadly speak- 
ing, erect just the dwelling 
you want in a location of 
your own choosing. 


You get your home at 
cost. 


Your home will be entirely 
your own. 








bought. 


Limiting Your 
Costs 


The second argu 
ment, in my expe 
rience, is a_ pretty 
strong one in favor 
of home buying as 
opposed to building 
If statistics could b« 
obtained on the sub 
ject, I think it would 
be found that a very 
large majority oi 
built homes had cost 
their owners more 
everything included 
than it had been the 
original intention t 
pay. Additional costs 
more or less generally 
spring from one ot 
two sources: Either 
the building owner 
overlooks the omis 
sion of essential items 
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n the contractor’s specifications and has 
to provide for these items unexpectedly; 
wr else the building owner finds he wants 
to make some changes or additions to his 
dwelling after original plans have been 
OK'd and construction begun. In either 
ase, of course, an additional expense is 
neurred—and, more or less obviously, 
very additional expense serves to swell 
the grand total. 

The foregoing reference to “items 
verlooked in contractor's specifications” 
should not, please, be construed as an in- 
lirect slap at the integrity of the average 
ontractor. Indeed, such omissions may 
result from no inadvertence on the con- 
tractor’s part at all—may, that is, be 
entirely due to oversights on the building 
wner’s part. “Contractor baiting,” like 
some other forms of baiting that could 
mentioned, is something of a popular 
sport nowadays, but this writer has no 
desire to join in the game. There are 
plenty of crooks in the trade, no doubt, 
uit there are a lot more inexperienced 
home builders; and, nine times out of ten, 
t is the inexperienced home builder who 
must bear the blame for incomplete speci- 
ications, etc., of the sort mentioned. 


Avoiding Complications 


Something of the same sort of explana- 
tion is due in regard to argument num- 
er three, where avoidance of necessary 
dealings with contractors, architects, etc., 
s given as an argument in favor of home 
uuying as opposed to building. Mani- 
estly, there is no intention to convey that 
the gentry named are particularly unde- 
sirable sort of people to have to deal 
vith. The point is, simply, that when you 
buy, you don’t have to endure the tedium 
ind brain-fag of such dealings and nego- 
tiations at all. 

If there’s any argument in the lot which 
| think overtops the others, it’s Argu- 
ment 4 about homes not being built on a 
bargain basis, whereas they may often be 
purchased on that basis. All of us have 
seen finished homes pass for very little 
money. Some of us have seen them pass 
or little more than the junk value of 
the wood, stone, iron, lead and copper 
which they contain. Not many of us, 
however, have encountered opportunities 
to purchase new materials, the services 
f architects, contractors, etc., and con- 
tingent necessities at under-the-market 
ates! 

Of course, the validity of Argument 4 
must depend upon the knowledge and 
judgment of the persons concerned. Like 
all the other arguments, it will not apply 
in all cases. For example, some may hold 
that those who buy completed dwellings 
are as often led to pay much more than 
they’re worth as not, whereas the cost of 
erecting a home is more or less controlled 
by conditions. Still and all, the funda- 
mental sense of this argument appears 
sound, i. e., that bargain hunting must be 
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confined pretty closely to the finished- 
dwelling field. 

Skipping down the remaining argu- 
ments offered in the table, we come to 
No. 10, which boosts building, as opposed 
to buying, on the grounds that what you 
build will be entirely your own, whereas 
the home you. buy must be of somebody 
else’s creation. 

Those who like to limit all discussions 
to the realm of the purely matter-of-fact 
may not approve my including this argu- 
ment here. It may pain them to see any 
such concession made to what must be 
called sentiment—plain, every-day senti- 
ment. However, it should not be forgot- 
ten that, in the last analysis, sentiment— 
plain, every-day sentiment—is one of the 
chief motivating forces in home owning 
itself, and is a force which cannot be 
ignored in comparing the merits of build- 
ing as opposed to buying. 

No closely-clipped lawn, however vel- 
vety, ever looks quite as beautiful to a 


man as the lawn he tends himself. No 
flowers ever nod and glow half so warmly 
as the flowers of one’s own planting. And 
by the same token, no house which some- 
body else put up can ever be quite so 
truly “my home” as the dwelling which 
I dreamed of—pored over—planned and 
re-planned and, finally, built. You can't 
put a value, in dollars and cents, upon this 
phase of home owning. Like the intan 
gible “pride of ownership,” it is quite 
without price. But there is soul value 
a spiritual advantage about it which any 
warm-blooded man must recognize. For 
myself, it would be the reason why, other 
things being equal, I should build rather 
than buy. 


Ed. Note: Readers of BYFI are cor 
dially invited to give their own views on 
this interesting topic as discussed by M) 
Thomas. Acceptable arguments received 
and published will be paid for at regular 
rates. 





Points for Income Builders 


Definitions of Some Frequently- 
Heard Wall Street Terms 


“ UTURES” is 
a financial 
term to cover 

contracts for the 
purchase or sale of 
commodities deliv- 
ery upon which will 
actually not be re- 
quired until some 
future time. 

Thus, the buyer at the present writing 
of 10,000 May Corn is dealing in corn 
“futures,” for what he is buying is some- 
body else’s contract to deliver him 10,- 
000 bushels of corn within some future 
month—in this case, May; he is not buy- 
ing “spot” or “cash” corn, delivery upon 
which must be made at once. 

The whole subject of trading in fu- 
tures seems to be as confusing to the 
average newcomer as that other type of 
contract known as selling “short.” Ac- 
tually, both types of contract are quite 
simple and understandable. The man who 
sells “short” contracts to deliver, at no 
specified time, something he does not now 
own but which he believes he can buy 
and deliver, from the open market, when- 
ever he sees fit to do so. The man who 
sells in the “futures” market contracts to 
make delivery within a specified time 
something he does not now own but which 
he, too, is confident of acquiring within 
the time limit available. 

A contract in “May Corn” is a contract 
satisfied upon the delivery of corn, of 
proper grade, in the subsequent month of 
May. 


“Buyers Twenty” 

“Buyers twenty,” or ten, or five, is a 
brokerage term covering a form of pur 
chase contract whereby the may 
demand delivery of his stock on twenty 
four hours’ notice, at any time within the 
number of days specified. Options ol 
this sort are limited to 4 days or more 
and 60 days or less on the New York 
Stock Exchange. The buyer is required 
to accept delivery and make payment by 
the last day of the number of days named 
The opposite of “buyers twenty” is 
“sellers twenty” under which the sellet 
has the right to make delivery on any 
day within the number of days set forth 


buyer 


“Combine” 


Here is a word, actually an abbrevia- 
tion of another word, which under the 
authority of Crowell’s Dictionary has a 
meaning very much its own. It is a 
shortening of the word “combination,” of 
course, but it applies to “a combination 
of separate concerns or interests by un- 
derstanding or compact, as a pool, but not 
by an actual consolidation.” 


“Cum Dividend” 


This is not slang so much as it is an 
accepted use of two perfectly legitimate 
words. In Wall Street, it is applied to 
securities bought “with the dividend ac 
cruing”—that is, on a basis entitling the 
buyer to collect a dividend already de 
clared but yet to be distributed. 

“Cum Dividend” is the opposite of “Ex 
Dividend.” 
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Some Price Declines and What They Mean— 
American Woolen Preferred Dropped from List 








BYFI’S RECOMMENDATIONS 
for 
SMALL INVESTORS 


$100 Bonds Yield 


Recent to 


Price Mat'ity 
American Water Works & 
Elec. Corp. coll. tr. 5s.... 9154 6.15% 
Laclede Gas 5’s, °53......... 94 5.95 
Ohio Pub. Serv. 7s, °47 6.40 


Preferred Stocks 


Per Share 
Dividend Recent 
Rate Price 


American Smelting & 

Refining Co. ....... $7 100 
American Ice 76% 
U. S. Realty & Im.... 102 
Mack Trucks Ist 103 


Yield 


7.00% 
7.60 
6.73 
6.79 


Common Stocks 
Per Share 
Dividend Recent 


: _. Rate Price Yield 
Amer. Teleph’e & Tele. $9 128% 6.99% 


NOTE.—This table of recommendations, a 
new and practical feature of BYFI, will grow 
in size as opportunities develop. The effort will 
be made to keep the table up to date, and In- 
come Builders are invited to keep in touch with 
it. Security is the primary aim in making the 
selections, but income-yield, marketability and 
a ted investment factors are also con- 
sidered. 








OLLOWERS of BYFI’s Recom- 
F mendations Page have seen, in the 

last three weeks, some _ irregular 
movements in the general market. So 
far as this page is concerned, the net 
result has been some declines in certain 
of the issues singled out for recommen- 
dation here. Thus, at the present writ- 
ing, the preferred shares of American 
Smelting & Refining, American Ice and 
U. S. Realty are off several points as 
compared with their levels a_ fortnight 
ago. On the other hand, the bonds are 
practically unchanged and American Tele- 
phone & Telegraph stock shows a slight 
advance. 

Probably the price declines that have 
occurred will not greatly interest Income 
Builders who-hold the issues involved. 
At any rate, they should not. As brought 
out in our previous issue, interest return 
is the primary concern of the Income 
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Builder, and fluctuations in principal are 
of secondary importance. 

Of course, the foregoing remarks do 
not apply to investors who cannot afford 
to lose a dollar of the principal invested. 
As so frequently stated here, however, 
persons so situated should not be dealing 
in volatile securities, but should content 
themselves with “principal-assured” me- 
diums, such as the savings bank or the 
guaranteed mortgage bond. 

A regrettable incident in connection 
with our recommendations was the recent 
passing of its common dividend by the 
American Woolen Co., whose preferred 
stock, up to the last issue, was carried as 
a recommendation here. This action sur- 
prised many close students of the com- 
pany, the opinion having been that, aside 
from current earnings results, the com- 
pany’s large surplus (set at over $33,000,- 
000 as of Dec. 31st, last) would amply 
cover and justify dividend continuance. 
The fact that the common dividend was 
passed, despite the company’s apparently 
strong financial condition, cast more or 


less doubt upon the whole situation, and 
led to the substitution of another pre- 
ferred stock in place of the Woolen issue. 

Readers interested should be advised, 
incidentally, that failure to comment on 
the above-named substitution in our last 
issue was due to the short period elaps- 
ing between the dividend action itself and 
our press date. 


Two additions to our table in this issue 
include the Laclede Gas 5%s, 1953, and 
the Ohio Public Service 7s of 1957. Both 
of these issues are available in $100-form 
and seem sufficiently well secured to de- 
serve a p'ace in our table. 

Income Builders who missed previous 
references to the $100-bond field may be 
advised at this time that dealings in issues 
of this denomination have been placed on 
a scientific basis. As a result, there 
should be no necessity, in many cases, of 
paying much, if any, more than the mar- 
ket price for $100 issues nor to incur 
costly commission charges. 











THE JULY DIVIDEND 


A total of 84 mail sacks containing 317,000 checks representing the July divi- 
dend payments on American Tel. & Tel. stock leaving the company’s building 


at 195 Broadway for the Post Office 
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Fortieth Lesson 








Buying After Reactions 


[> URING a bull market, the average 
price of a number of leading, sub- 
stantial issues will advance gradu- 

y to higher levels. This advance is 
dom regular and continuous from day 
day, but is characterized by minor- 
cle swings above and below the general 
erage line of advance. These minor 
ings are partly owing to irregular con- 
itration, from time to time, of favor- 
le and unfavorable news with regard 
business development, but to a greater 
tent they are due to temporary 
itration of speculative buying and sell- 
and to manipulation. 

The waves of speculative buying and 

lling cause prices of individual issues, 

certain average prices, to swing above 
below the average line of advance of 

e gen¢ral market, and in so doing they 
erdiscount either favorable or unfavor- 
le fundamental developments in indi- 
companies or industrial 
st as a pendulum swings first to one 
le and then to the other side of the 
int of equilibrium. 


con- 


lual groups, 





After it has been established that a 
bull market is in progress, it is apparent 
that the advances will cover wider price 
ranges than the declines, so far as aver- 
age movements are concerned. Hence, 
any sound stock may be purchased out- 
right at any early stage of the advance 
with reasonable. assurance that it will 
eventually show a profit. However, when 
a stock is purchased on margin, as in ordi- 
rary trading, the downward fluctuations 
in price may cause a serious paper loss, 
which may be temporary if the commit- 
ment is well margined, but may be per- 
manent if the trader’s position is over- 
extended to a degree that forces him to 
dispose of part of his holdings in order 
to avoid complete disaster. In other 
words, the man who owns good stocks 
outright may ignore reactions in a bull 
market, and the trader who holds his 
stecks on a wide margin may be secure, 
but the man who is overtrading, and 
thereby violating our first cardinal prin- 
ciple, must follow our fifth cardinal prin- 
ciple without fail, i. e., buy during weak 


By weakness we do not mean the kind 
is characteristic of gen 
eral liquidation following the culmina 
tion of a period of inflation w_ld 
speculation, but the temporary weakness 
of the ordinary reaction in a bull market 

In order to make our fifth principle 
clear, and eliminate any vagueness due 
to brevity of the statement “buy during 
weakness,” we add the admonition to buy 
only after reactions indicating higher sup 
port. Of course, this is not always easy 
to do, but the theoretically correct posi 
tion for the buying order may be approxi 
mated, and practice will approach correct 
theory as the trader gains in experience 
and improves in judgment. 

The accompanying graph illustrates the 
price movement of a typical, sound tissue 
during a bull market, showing the minor 
swings and the daily oscillations. If the 
trader will control his impulses, and avoid 
buying on the bulges, but await the in 
buying, h’‘s 
and a 


of weakness that 


and 


evitable reactions to do his 
average profits will be 
greater proportion of his trades will reg 


greater, 


ister quicker proSts. 





POINTS 


This graph shows the price movements of a specu- 

lative stock. Points where the trader should not 

buy, but should patiently await the inevitable re- 

action, are indicated by Wait. Points where the 

stock has received higher support following a re- 

action are the trader’s opportunity to buy and are 
so indicated. - 

















jor SEPTEMBER 27, 1924 





Petroleum 





Houston Oil Co of Texas 





Houston’s Steady 
Growth 


Reasons Why Stock Has Held to a High 
Range — Present Daily Production About 
12,000 Bbls.—Long Range Outlook for Stock 


By J. WILSON THORNE 


OUSTON OIL has had a varied 
H and interesting career. Primarily, 

it was a lumber company with 
large holdings of oil and timber lands in 
Texas and Louisiana. In 1901, the year 
in which the company was incorporated, 
it entered into a contract with John H. 
Kirby to sell to him at prices aggregat- 
ing $38,250,000, all the yellow pine tim- 
ber on the company’s lands not to exceed 
8 billion feet. This was one of the big- 
gest, if not the biggest contract of its 
kind ever made. 

The fate of that contract and the long 
dispute over its terms which ensued, 
would prove a lengthy and tiresome tale. 
Suffice to say that as a result, both com- 
panies (Houston and the Kirby Lumber 
Co. to which the contract had _ been 
assigned) were placed in the hands. of 
receivers in 1904. After extended litiga- 
tion the matter was settled and Houston 
returned to its former management in 
1908. 

Under the adjustment made at that 
time, the contract with the Kirby Lumber 
Co. was changed to call for the sale of 
6.4 billion feet of pine and provided that 
the lumber company must pay for 250 
million feet of pine per annum to July, 
1911; about 281 million feet annually for 
the next five years, and thereafter about 
312 million feet per annum at $5 per 1,000 
feet, amounts to be paid in semi-annual 
installments. 

Under the readjustment plan, holders 
of the company’s old preferred stock re- 
ceived one share of new preferred stock 
(dividends accruing from February 1, 
1912) for one share of old preferred and 
20% of the face value of their preferred 
in accrued dividend certificates bearing 
fterest semi-annnually from February 1, 
1912. This was equivalent to scaling 
down the accumulated dividends from 
54% to 44%. Common stockholders re- 
ceived 95% in new common stock voting 
trust certificates or share for share on 
payment of 50c per each $100 par. 

It is as an oil and lumber company, 
however, that Houston is generally known. 
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Last year ,the company produced 2,531,- 
000 bbls. of oil, an increase of 617,000 
bbls. over 1922. At the beginning of the 
second quarter of the current year, the 
company had 57 wells in the Hull field, 
owned jointly with the Republic Produc- 
tion Co.; 56 wells in the Mexia, Electra, 
Haynesville, Eldorado and Smackover 
fields, one in the Big Hill field, Jefferson 
County, Texas, one large gas well on the 
27,000-acre tract in Live Oak County, 
Texas, and 100 shallow wells in the old 
Corsicana field. 

At the close of the first half of the 
current year, Houston had $535,466 par 
value of 6% accrued dividend certificates 
outstanding. As of December 31, last, 
there were $1,772,660 additional in the 
company’s treasury. There is no other 
funded liability. 

The company has an authorized issue 
of $10,000,000 6% cumulative preferred, 
par $100, $8,947,600 outstanding, and $25,- 
000,000 common, $24,968,600 outstanding. 
Of the outstanding stock $806,000 pre- 
ferred and $31,400 common is held in the 
company’s treasury. The junior security 
traded in on the New York Stock Ex- 
change under the name of Houston Oil 
is a common stock certificate. 

The compariy’s original issue of $20,- 
000,000 common was deposited under a 
voting trust agreement dated January 2, 
1912, and voting trust certificates issued 
against it. The $5,000,000 subsequently 
issued in 1919 and deposited under a sec- 
ond voting trust agreement dated June 5, 
1919, has substantially the same voting 
rights as the earlier issue. No dividends 
can be paid on the common stock until 
the accrued dividend certificates have been 
retired. The directors have decided that 
the dividend certificates will not be re- 
deemed except as a whole, or from funds 
other than profits from oil operations, in 
which event no dividend will be paid on 
any common stock certificates until it is 
paid on all. In the same voting trust is 
more than 99% of the originally out- 
standing $8,947,600 préferred stock and 
this voting trust remains in effect until 
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the full payment of principal and interest 
on the accrued dividend certificates ji 
made. 


A Cleverly Handled Issue 


Observers of the market action o 
Houston Oil are unanimous in the opin 
ion that the issue is “well in hand.” On 
reason for this is that the volume oi 
trading is not large and another reaso1 
is that since the common is represented 
by voting trust certificates there is a gen 
eral disinclination on the part of traders 
to sell short. Consequently, although th: 
stock has moved in a relatively high rang 
in view of the company’s earnings’ rec 
ord, it develops resistance on sharp de 
clines and is easily moved upwards when 
the general market improves. It would 
not be possible, however, to maintain th 
average price of the stock at high levels 
over a period of several years, unless th: 
fundamental position and prospects fo: 
the company were favorable. It has onl) 
recently begun to show, in terms of earn 
ings, the intrinsic values underlying it: 
properties. For the six months endin; 
June 30, last, Houston earned $5.30 o: 
its common after depreciation and depl« 
tion. 

Houston’s holdings originally consisted 
of about 800,000 acres in Louisiana and 
Texas. In recent years, it has acquired 
additional leases on about 200,000 acres 
of land in Texas, Louisiana, Arkansas 
and Oklahoma. In 1916, the compan 
sold an undivided half interest in the 
mineral rights of its original holdings to 
the Republic Production Company and 
the Federal Petroelum Co. controlled by 
J. F. Cullinan. The two latter companies 
assumed the management of the oil deve! 
opment work and receive one-half of al! 
oil produced. The company’s wells in the 

(Please turn to page 893) 
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Trade Tendencies 











Business Trend More Uniformly Up 


Hand-to-Mouth Buying Continues—Prices 
Irregular — Underlying Conditions Sound 





STEEL 








Demand Increasing—Prices Weak 


HE U. S. Steel Corporation's re- 
ported gain of 102,000 tons in un- 
filled orders for August was an 
rreeable surprise to the trade. The be- 
ef had been general that the month 
ould show practically no change, or only 
slight increase. This assumption had 
en based upon the obvious fact that, 
ring the fore part of the month, ship- 
ents from steel mills were admittedly 
excess of incoming orders. This be- 
g so, it is apparent that demand in more 
ecent weeks must have broadened mar- 
dly, especially since production has 
teadily increased. 
In support of the favorable testimony 
fforded by the expansion in unfilled obli- 
itions (incidentally the first gain since 
ist February), reference may be made 
the 5% increase in pig-iron production 
nd a jump of 36% in steel-ingot output. 
Examination of the impulses back of 
the turn in the steel industry gives an 








COMMODITIES 


(See Footnote for Grades and 
Unit of Measure) 


Steel (1) 

| Pig Iron (2).. 

| Copper (3) 
Petroleum (4) .. 
Coal (5) 
Cotton (6) 
Wheat (7) 
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(1) Open Hearth , $ per ton; (2) 


billets, 
Lb — he. i  & per ton; (8) Electrol 


ht, Chicago, 
Top, Ree Chicago, 
. io, No. 7, Spot, c. I 
Ib.; (12 Latex crepe, c. per ; 
(18) Ohio, Delaine, unwashed, c. per Ib.; 
14) Medium Burleigh, Kentucky,—per 

6° Full D c. 


Ib.; ge Raw Cubas 9 
Rf .; (16) Refined, c. per Ib.; (17) 
ewsprint per carload roll, c. per Ib. 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—Unexpected gain of more than 100,000 tons in Steel Corpora- 
tion’s unfilled tonnage for August demonstrates broadening char- 
acter of demand. Production still gaining but prices lack stability. 

METALS—Non-ferrous metals quiet. Reactionary price tendency 
largely due to liquidation of speculative accounts. Underlying 
conditions sound. 

OIL—Cut of two to three cents a gallon in price of gasoline lends em- 
phasis to unfavorable statistical position of oil industry. Reductions 
in crude oil likely to follow. 

MOTORS—Manufacturers increasing production schedules in anticipa- 
tion of larger Fall demand. New models stimulate sales although 
improvement not uniformly distributed. 

TEXTILES—tTextile markets enlivened by seasonal expansion in con- 
sumer requirements. Downward trend of production seems halted 
but manufacturer’s profit still unsatisfactory. 

COTTON—Weather and trade conditions operate to bring about lower 
range of prices for raw cotton. Statistical position not so good. 
WHEAT—Wheat holding up well in face of heavy receipts at principal 

marketing centers. Strong export demand a material factor in sus- 








taining market. 


show some expansion. 


ing marked gains. 


year ago. 


ordering which, in turn, 
manufacturing lines. 





PAPER—Conditions in paper industry spotty but there is general ten- 
dency toward recovery from summer depression. 


COAL—Outlook for coal industry encouraging. Consumers carrying 
light stocks but beginning to buy more actively. 


BUILDING—August permits show gain of 5.4% 
of approximately 1.1% compared with August, 1923; 
building operations are still high, although slightly less than a 


SUMMARY—Industry has developed an uptrend as denoted by the 
expansion in basic lines of production such as coal, steel and the like. 
That the present movement will gather great force or assume a 
character of real uniformity seems, at this time, doubtful, however. 
Political uncertainties on the one hand, and easy transportation 
and money conditions on the other, tend to encourage hand-to-mouth 

is conducive toward conservatism in 


Mill operations 


Production show- 


over July but decline 
indicating that 








interesting sidelight on the current busi- 
ness situation. It appears that railroad 
buying has much to do with the upbuild- 
ing of order books while building opera- 
tions, and to a minor extent, increased 
motor-car production are among the in- 
fluences intimately connected with the re- 
vival. The demand for rolling stock has, 
in the past two weeks or more, been espe- 
cially heavy. 

In spite of these favorable symptoms, 
however, the steel industry is not yet in 
a strong position. Orders, though increas- 
ing, have not reached a volume sufficient 
to overflow the capacities of the larger 
companies with the result that the 
smaller independent manufacturers are 
still engaged in ruinous price cutting. 
Thus producers generally are compelled 
to operate on a narrow margin of profit. 





METALS 











Position Sound 


The non-ferrous metals are having a 
breathing spell, following the period of 
hectic activity immediately preceding the 
London agreement on the Dawes plan. A 
wave of buying for legitimate trade re- 
quirements, combined with a sudden burst 
of speculative enthusiasm, carried the 
copper market to within a fraction of 14 
cents a pound. When the actual indus- 
trial demand was satisfied, however, the 
red-metal market was left with the always 
unreliable support of speculative orders 


(Please turn to page 889) 
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SERVICE SECTION 


ANSWERS TO INQUIRIES. 


SUBSCRIBERS—ATTENTION! 


The inquiry Department enables you to 
adapt THE MAGAZINE OF WALL STREET 
to your personal problems. 
subscriber, you are entitled to receive 
FREE OF CHARGE a reasonable num- 
ber of PERSONAL REPLIES BY MAIL 
OR WIRE on any security in which 


As a yearly 


you may be interested. The inquiries pre- 
sented in each issue are only a few of the 
thousands received—43,000 in 1923. The 
use of this personal inquiry service in con- 
junction with the Magazine should help 
you to get hundreds or thousands of dol- 
lars of value from your $7.50 subscription. 
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U. S. SMELTING 
Large Producer of Silver 


I know you are hopeful if not bullish on 
the outlook for the metals but how greatly 
would you say the United States Smelting, 
Refining & Mining Company should benefit 
from the improved outlook? I have carried 
this stock from 40 to around 45, down to 
18%, and back to its present figure around 35. 
—F. L. T., Buffalo, N. Y. 

United States Smelting is one of the 
largest producers of silver in the world 
and the recent upward tendency in the 
price of the metal is of material benefit 
to this company. Silver is now selling 
over 69 cents as compared with a low 
this year of 62% cents. In 1923 the com- 
pany produced 23.5 million ounces of the 
metal and should produce as much this 
year. On the basis of this production, an 
increase in the price of silver of one cent 
an ounce is equivalent to 65 cents a share 
on the common stock of. the company. 
The outlook favors a continued strong 
silver market, due in part to the demand 
of European nations for coining purposes. 
Early in July, Poland purchased 6.4 mil- 
lion ounces for this purpose and Germany 
recently purchased 4 million ounces. Un- 
der the circumstances, we consider the 
outlook for the company quite encourag- 
ing and believe it advisable for you to 
retain your stock. 


NATIONAL BISCUIT 
Stock High Enough 


I hold 100 shares of National Biscuit that 
cost me 44. I bought 50 shares this year at 
¢) so that my holdings average me about 48. 
How much higher do you think the stock 
will sell?—C. D. A., Etizabeth, N. J. 


While National Biscuit is a very strong 
company and has an excellent record, the 
stock at present levels of 70’ appears high 
enough, and we feel there aré better op- 
portunities in other stocks. In 1923, net 
income was equal to $5.06 a share on ‘the 
common stock and for the six months 
ended June 30th, 1924, $2.78 a’ share was 


earned. Dividends are only being paid 
at the rate of $3 a share and earnings 
do not appear to justify more than a #4 
rate which is already discounted in the 
market at present prices. It is well to 
bear in mind that National Biscuit com- 
mon stock has been split up and that the 
present price is equivalent to more than 
475 for the old stock which in years 1913- 
1921 did not sell above 139. Our advice 
is that you accept your profit in this issue 
and switch to Westinghouse Electric pay- 
ing $4 per share and selling around 62. 
Westinghouse Electric is equally as strong 
a company, has a greater earning power 
per share and the outlook for its busi- 
ness. is favorable. 


U. S. INDUSTRIAL ALCOHOL 
Financial Condition Improved 


Please tell me what to do with 25 shares 
of United States Industrial Alcohol which I 
bought a year ago at 55. While I have a 
20 point profit it just about offsets a 20 point 
loss I made in Alcohol several years ago and 
if there is a possibility of making both trans- 
actions work out to a profit I am willing to 
hold.—G. W. K., Paterson, N. J. 

By refraining from dividend payments. 
United States Industrial Alcohol has ma- 
terially improved its financial condition 
and should be in a position to resume divi- 
dends on the common stock in the near 
future. In 1923, $11.27 a share was 
earned on the common and it annears 
probable that earnings this year will be 
very nearly as favorable. At the close 
of 1923, current assets were 9.2 millions 
as compared with current liabilities of 
2.8 millions, a reasonably sound position 
which has been further strengthened this 
year. The common stock is a specula- 
tive favorite and subject to broad swings 
in the market. While we do not care to 
make any predictions as to the immediate 
market movements in the stock, the long- 
pull outlook is favorable and the stock 
should ultimately sell at higher levels. 
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NEW JERSEY ZINC COMPANY 
Good Long-Pull Holding 


I have 10 shires of New Jersey Zire for 
which I paid 125 in the latter purt cf 1921 
I am disposed to hold it indefinitely. 7 never 
see anything about the Company in the news- 
papers, howcver, and only occasionally do 1 
get a quotation on it. Is it listed on the 
Stok Earchange?—J. J. 8., San Diego. 

New Jersey Zire is not listed on the 
New York Stock Exchange. It has an 
“over-the-counter” market, that is to say, 
it is quoted and dealt in by firms special- 
izing in unlisted securities. A recent quo- 
tation is 156 bid, offered at 159. This 
company is the most important and lowest 
cost producer of zinc in the country, and 
has demonstrated a large earning power 
for many years. Dividends are now be- 
ing paid at the rate of 8% and in addi- 
tion an extra dividend of 2% was paid 
last February. For the year ended De- 
cember 3lst, 1923, $13 a share was earned 
on the stock and the latest statement of 
earnings, covering the quarter ended June 
30th, 1924, shows $4.36 a share earned. 
We consider the stock a good long-pull 
holding and that you are justified in re- 
taining for investment. 


WORTHINGTON PUMP CO. 
Has New Diesel Engine 


I have hett 100 s*ares of Worthincton 
Puen for sever l yverrs I pid 51 for te 
sto k avd could have mode a moderate pro*t 
acucr'l tives sine’. althourh not in the post 
tro years. Ja there any porsihility that this 
imvest vent will prove a pro‘table one cventu- 
clly?—W. M. N., Dallas, Tez, 


Worthington Pump in the past year 
and a half has made considerable prog- 
ress. In 1923, over $5 a share was earned 
cn the common stock and earnings so far 
this year are understood to compare fa- 
vorably with last year. Recently the com- 
pany perfected a new type of Diesel En- 
gine which combines a fuel economy com- 
parable with the best existing types o/ 
Diesel Engines together with a consider- 
able lower cost per horse-power. Substan- 
tial orders have already been received for 
this engine. During the war period, Worth- 
ington Pump rolled up large profits and. 
as its dividend policy was conservative 
and no extensive plant expansion was 
wndertaken, a verv substantial percentag* 
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these tunads were retainea mm hquid 
mdition. As a result, the company is 
very strong financially. As of December 
‘1, 1923, current assets were 18.3 millions 
s compared with current liabilities of 
nly 1.7 million. With earnings appar- 
ently on the up-grade prospects are rea- 
mably good for early resumption of 
vidends on the common stock and we 
elieve it advisable for you to hold your 
hares. 


AMERICAN SUGAR REFINING 
COMPANY 


Long-Pull Possibilities 


Do you believe American 
atin its r.osition as a dependable dividend 
‘yer? My stock cost me originally 71%. 
mu may think I have waited a long time for 
vice but I have been depending upon fricnds 
mine in the svgar business who have rers- 
red me from time to time that it was going 
turn out all right.—W. D., Philadel) hia, Pa. 


Sucar will «ver 


American Sugar Refining earnings have 
en greatly affected in recent years by 
he violent fluctuations in the price of 
igar. Refining companies have to keep 

large supply on hand at all times and 
requently it is impossible to avoid in- 
entory losses. In 1923, $1.92 a share was 
irned on the common stock, although the 
mmpany’s refineries actually operated at 
loss, the company’s income having been 
erived from its outside investments, in- 
luding large sugar properties in Cuba. 
in the current year operations have not 
een particularly favorable and it is ques- 
onable whether the preferred dividend 
ill be fully earned. Recently the com- 
pany sold its holdings of the Great West- 
rn Sugar Company’s stock, preceeds of 
vhich will be used to replace the Brooklyn 
Refinery, which has become obsolete. 
hile refining operations have been un- 
satisfactory its financial condition remains 
easonably sound and the company has 
undoubtedly developed a very valuable 
property in Cuba. It anpears now that 
the price of sugar is likely to become 
more stabilized than in the past few 
cars and this should enable the refiners 
to make a better showing. The stock, of 
vurse, is very speculative but we consider 

to have long-pull possibilities and it 
lay in time again become a dependable 


dividend payer. Early resumption of com- 
mon dividends, however, is not at all likely. 


NATIONAL LEAD COMPANY 
Should Take Profits 


In July, 1921, I bought 50 shures of 
Nutional Lead at 73%. By selling out nou 
I can make almost 150 per cent profit, but I 
am actually afraid to take it. If I were to 
sell it I would prolably-buy something with 
the moceeds that would go the other way 
What is the popular attitude of a stockholdcr 
finds himself in a position to get what 
looks like an wuxreasonuible profit from a 
stancard security? In a high speculative 
stock I would know that the thing to co is to 
take my proft, but this is a different question 

R. C. G., Rochester, N. Y 


who 


While National Lead is a very strong 
company financially and has an excellent 
record, still, there are many other indus- 
trial corporations equally as strong whose 
stocks have not recently enjoyed the spec- 
tacular advance in market price that has 
been the case with National Lead. We 
feel that at present prices the stock has 
rather fully discounted any favorable fac- 
tors in the situation and that, while ulti- 
mately it may even go higher, better 
opportunities exist elsewhere. Our sug- 
gestion is, therefore, that you dispose of 
your National Lead and purchase instead 
U. S. Steel common which, including ex- 
tras, is paying dividends at the rate of 
7%. This stock would give you a better 
immediate return and, in our opinion, at 
present prices it has better prospects for 
early appreciation in market value than 
National Lead. 


CRUCIBLE STEEL COMPANY 
A Speculative Stock 


Fle se aive me your oninion regai ding 
Crucible Steel? Would you class it as a stock 
for a business man to hold? It has fluctuated 
so erratically that I am disposed to take the 
first opportunity to get out cven which would 
be around 70. Do you think I will lave the 
opportunity shortly?—D. E. L. M., Scranton, 
ia. 


As you say, Crucible Steel is a stock 
subject to very wide fluctuations in the 
market and we do not consider it in the 
class of good business man’s investments. 
At present, it is selling at a relatively low 
price level and, in view of the somewhat 
improved outlook in the steel industry, 


we do not feel it would be a good move 
on your fart to dispose of the stock just 
now if you can afford to assume the de- 
gree of risk involved in carrying it. Cru- 
cible Steel Company is in good financial 
condition. Current assets as of April 30, 
1924, were 28.5 millions and current lia- 
bilities only 1.5 million. For the year 
ended August 31, 1923, $6.46 a share was 
earned on the common stock and Chair- 
man H. S. Wilkinson recently stated to 
stockholders that earnings this year have 
been sufficient for dividend requirements 
with a margin to spare. We believe your 
idea of selling this stock out, when you 
can do so without loss, to be a good one, 
as there are many sounder common stocks 
with a more stable market in which you 
can invest your money to good advantage. 


LOEW'S, INC. 
Reason for High Yield 


advice regarding 100 shares 
ted which cost me 15 orig 
Why is it the stcck shows 

would think that by this 
justified the con- 


Give me your 
of locw's Incorpor 
inally—in 1922 
so litth life? fine 
time dt either would have 
idence ef its stor kholders by udvancing into 
a higher level or would have drifted into 
lower zon But it scems to vo neither Are 
there really ary future possibilitics in the 
stock ?—E. P. H., New Haven, Conn 

Loew’s, Inc., is selling at present levels 
of 17 to yield 11.8% because the present 
dividend rate of $2 is not well protected 
For the year ended August 31, 1923, the 
company earned $2.27 a share on its stock 
and in the first six months of the current 
fiscal year, $1.50 a share was earned. 
However, the first six months is the best, 
and for the full year it is probable that 
Loew's will not show over $2.75 a share 
earned. With earnings showing so small 
a margin over dividend payments, any 
temporary falling off in business would 
probably result in a reduction of the divi- 
dend. ‘Under the circumstances it 1s ques- 
tionable whether the stock is entitled to 
much higher prices than those now rul- 
ing. On the other hand, if earnings con 
tinue to gradually increase the stock will 
develop a better investment standing and 
gradually work to higher levels. It must 
now be classed as decidedly speculative 


(Please turn to page 882) 








strictest confidence. 


interesting to our readers. 
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THE MAGAZINE OF WALL STREET’S STRAW VOTE FOR PRESIDENT 


Results thus far obtained from our straw vote for President have exceeded 
expectations and we believe the final count, when published, will be exceedingly 
In order to cover the widest possible range, we take the 
liberty of requesting those of our readers who have not yet sent in their votes to 
fill in the following blank. The identity of the voters, of course, will be held in 
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THE HIGH COST OF RAISING MONEY 
(Continued from page 845) 





a 10% stock bonus. In the case of an oil 
promotion, you can add from 5% to 15% 
of the above figures to the cost of selling. 
A method much in vogue today is to 
sell the preferred stock in series. The 
preferred is almost always sold at par 
with a stock bonus. The idea is to make 
the most attractive offer to the sub- 
scribers of the first money. Thus the 
first series, designated by “A,” may carry 
a common stock bonus of from 150% to 
200%. A typical series would be as fol- 
lows: 
Am't of 
Common common 
stock required 
bonus (par) 


200% $200,000 
150% 300,000 
100% 400,000 
50% 300,000 
25% 175,000 


Preferred 


$100,000 
200,000 
400,000 
600,000 
700,000 


Series A 
Series B... 
Series C... 
Series D 
Series E 


$1,375,000 


$2,000,000 
10% bonus stock to sales man- 


Total common given in connec- 
tion with selling preferred... 1,875,000 
Balance of common for original 
promoters 


Sales Manager’s Bonus Not Excessive 

The incorporators, therefore, are able 
to retain a little more than 53% of the 
authorized common issue. This gives 
them control and that is all they are con- 
sidered entitled to. Of course, there is 
no fixed rule in such matters but the 
foregoing example is fairly typical. 
While the 10% commission totaling $400,- 
000 bonus stock to the sales manager may 
seem excessive, it should be remembered 
that this stock cannot be sold at par or 
anything like it. Before starting his cam- 
paign, the sales manager ties up the pro- 
moters’ stock in escrow or some other 
way, so that it will not come upon his 
market. They, in turn, tie up the pro- 
moter’s bonus stock to prevent him from 
selling it ahead of the stock he is selling 
for the company. After the sales man- 
ager has distributed several hundreds of 
thousands of the preferred, he is up 
against the problem of maintaining his 
market. There are always those who 
bought speculatively, or are unable to 
meet their contracts to purchase the pre- 
ferred, who will offer it back at a dis- 
count. If enough of such stock comes 
on the market it may seriously impede 
or even stop the sales campaign. The 
problem of disposing of the sales man- 
ager’s common stock after the company’s 
stock has been all sold, is a difficult one. 
The net profits of the sales manager may 
run from $200,000 to $1,000,000 in good 
times, but in by far the great percentage 
ol eases they are considerably below the 
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first-named figure. And the game is get- 
ting more difficult all the time. 


Financing Established Concerns 


The financing of well established con- 
cerns with long and successful records 
is no cheap matter, either. Governments 
and municipalities can finance most cheap- 
ly because their issues are most easily 
sold. In every case, whether it be a gov- 
ernment, an industrial or a railroad, the 
status of the credit of the issuing party 
bears directly upon the cost of raising 
money. The better the credit the less it 
costs to raise money. A small but sound 
government, for example, will have to 
sell its bonds to its bankers at around 90. 
The banker, in turn, will offer them to 
the public at, say, 94% or 95 to yield 
about 7% interest. If the banker nets 3% 
after expenses on an issue of this kind, 
he is doing well. Three per cent on $5,- 
000,000 is $150,000 which seems like a lot 
of money. But what merchant figures to 
make less than 10% on his turnover of 
goods? The banker for his 3% profit 
assumes the risks of selling the issue. 
There are many examples in recent years 
of banking houses “hung up” with gov- 
ernment issues. Not so many months ago 
certain New York bankers underwrote a 
good-sized issue by one of the smaller 
but well regarded American republics. 
To date, the bankers have been able to 
dispose of less than half of that issue 
and at one time saw a very considerable 
“paper loss” on their underwriting price. 
Successful bankers make plenty of money, 
but so do successful manufacturers, oil 
producers, brokers, and thousands of 
other individuals who are specially fitted 
for their particular lines of endeavor. 


When Durant Paid 48% for Money 


A notable example of the high cost of 
raising money is the case of W. C. Durant 
when he was the leading spirit of Gene- 
ral Motors in 1910. It will be recalled 
that in that year the bankers of this coun- 
try developed “cold feet” towards the 
automobile industry. It seems that some 
banker in the South made the statement 
that the automobile, with its supposedly 
accompanying extravagance, was ruining 
the American nation. This statement was 
given wide publicity in the nation’s press. 
General Motors at that time was doing 
a large business and earning between $10 
and $11 per share on its common stock. 
Like any big and growing concern it car- 
ried large bank loans. When the motor 
chill struck the banking world, the De- 
troit and New York banks, which were 
loaning General Motors the bulk of its 
borrowings, shut down and refused to 
extend their credits. 

Durant was in a desperate position. 
He had to raise the necessary money or 
go into the hands of receivers. Finally, 
when it seemed that all avenues were 
closed against him, he succeeded in rais- 


ing the necessary $15,000,000. Including 
the discount on the securities which the 
bankers purchased from General Motors, 
the interest on those securities, the pre- 
mium in their redemption price and the 
very considerable bonus of several mil- 
lions of common stock which Durant was 
obliged to turn over to the bankers, it is 
figured that that particular $15,000,000 
cost Durant approximately 48%. And 
General Motors was a very successful 
corporation, 

Preferred stock is usually taken by 
bankers at a discount of from 10% to 
20%. The stock usually bears 7% in- 
terest and is usually retirable at from 
110 to 120. The bonus of common stock, 
which must be given with the preferred, 
ranges from 5% to 50%, depending upon 
the status of the borrowing company, 
money conditions and other similar im 
portant factors. 

In general, outside of governments, 
states, municipalities and old-line corpo 
rations with the highest credit, the cost 
of raising new money ranges from 25% 
to 35% on average. Many examples 
might be found where the cost is less 
than the minimum mentioned in_ the 
foregoing sentence. Corporations like the 
American Telephone & Telegraph Co., 
for instance, which can sell its stock di- 
rect to its own stockholders and cus- 
tomers, can finance on a minimum cost 
basis. On the other hand, instances where 
the cost of raising new money has run as 
high as 50% or even 60% are by no means 
rare. 

Almost any way you figure it the rais 
ing of new money is an expensive propo 
sition. That is one reason why it is im 
portant for the investor to know what his 
company is paying for its banking accom 
modations and for its new money. It is 
not always easy to dig out those facts 
but the investor has a right to them. Ob- 
viously, a company which has to pay 15% 
or 20% for new money is in a much bet- 
ter position to show larger profits than 
a company paying twice as much. 


Is There a Remedy? 


Theoretically, it seems that sound busi 
ness should not be compelled to pay what 
appear like extortionate rates for new 
capital. But theory and practice, as 
everyone knows, are two entirely differ- 
ent matters. If there is a cheaper way by 
which the problem can be solved, it has 
not yet been evolved. 

Perhaps the investment trust may be 
the ultimate answer. In England, for in 
stance, the investment trust invests in 
new enterprises, while in this country the 
investment trust, as far as it has been 
evolved, purchases only the securities of 
going concerns. If there were several 
hundreds of investment trusts in this 
country with capitaliaztions ranging from. 
say, $5,000,000 to $50,000,000, and with a 
certain percentage of their funds avali- 
able for new and meritorious enterprises, 
the cost of raising new money could be 
materially decreased. But that would 
mean that the development of new enter 
prises would come largely under the juris 
diction of skilled financiers. And that, 
after all, is where it belongs. 
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The Investors’ 
Advisory Board 


1. Cost $200 per 
year. Payable in 
full at time 
of subscription. 
Surcharge of 
$25 for every 
$25,000 over 
$100,000 of se- 
curities super- 
vised. 


Conservative In- 
vestment Only 


No speculation in 
any form. Includes 
Income Tax and 
Insurance counsel, 
initial analysis of 
client’s holdings 
and recommenda- 
tions pertaining 
thereto. Continu- 
ous supervision 
and recommenda- 
tions thereafter. 
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D. Wyckoff An- 
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Speculative In- 
vestments 


Initial analysis of 
client’s holdings 
and market posi- 
tion and recom- 
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supervision and 
recommendations 
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*The Trend 
Trading Service 
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Speculation Only 
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Initial analysis of 
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and market posi- 
tion and recom- 
mendations per- 
taining thereto. 
No further analy- 
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commendations. 
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an investment 
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Results in - pro- 
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Saving or Insur- 
ance against loss. 
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mum income and 
safety; apprecia- 
tion through re- 
placements and 
switches. Takes 
advantage of 
normal growth 
of industry. 


(A) Personal let 
ters, wires if nec- 
essary — no gen- 
eral Bulletins. 


(B) Analysis of 
holdings every 
quarter. Other 
advices as 
deemed neces- 
sary. 
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Plan (fixed) 


10 Dividend pay- 
ing stocks — pur- 
chased on 50% 


marginal basis. 


(B) Supplemen- 
tary Plan (op- 
tional) (more 
speculative) 
5 stocks dividend 
or non - dividend 
paying, purchased 
on 50% marginal 
basis. 


(A) During ap- 
preciation period. 
Weeks or months 
depending on ac- 
tion of Market. 


(B) Until antici- 
pated early divi- 
dends are de- 
clared or Market 
action of indi- 
vidual stock de- 
velops. Weeks 
or months. 


Operations based 

on minimum fund 

of $10,000. 

(A) 80% or 

(B) 20% or 
$2,000 


(A) Income and 
appreciation. 


(B) Switches 
and replace. 
ments. 


Important turn- 
ing points in 
trend of market. 
(Long and short 
positions.) 





Active Market 
Trading in 3-6 
listed stocks. 


Until Market ac- 
tion of individual 
stocks occur. 

Two or Three 


Days to Two or 
Three Weeks. 
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mum Trading 
Fund $2,000. 


Technical Mar- 
ket action of in- 
dividual _ stocks. 
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and out. 

(Long and short 
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VERY surplus, no matter 

how small, should be put to 
work earning an income, as soon 
as it becomes available. 


In that way, conservative inves- 
tors are enabled to increase their 
savings at the maximum rate con- 
sistent with safety. 


To those interested, we shall be 
glad to mail a copy of an inter- 
esting free booklet explaining the 
very convenient terms of our pay- 
ment plan for the purchase of 
high-grad2 securities. 


Ask for Booklet M.W.-357 
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West Penn Power 
Company 


7% Cumulative 
Preferred Stock 


This company is using the pro- 
ceeds of this issue to retire an 
equal principal amount of Notes, 
resulting in a strengthening of its 
capital position. 

Net income after interest, depre- 
ciation, etc., for first 6 months of 
1924 was five times preferred 
stock dividend requirements 


Net earnings available for de- 
preciation and dividends have 
shown continuous increases for the 
past seven years, growing from 

$1,145,795 in 1918 to 
$4,237,580 in 1924 * 


* 12 months ended June 30th. 
Price to yield about 6.80% 


Circular on request 


GOODBODY & Co. 


Members New York and Philadelphia 
Stock Exchanges 


115 BROADWAY NEW YORK 
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THE 
BUSINESS 
OUTLOOK 


Our September market 
letter contains a dis- 
cussion on the business 


outlook. 


Copies to investors 
upon request 
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Semi-Monthly 


Summary of 
Market Conditions 


Twice each month 
we distribute a 
special stock mar- 
ket bulletin, dis- 
cussing concisely 
the most impor- 
tant current de- 
velopments and 
the future out- 
look. 


A copy will be sent upon 
request 
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Opportunities 


in the 


Securities Market 


UE to favorable economic 

conditions the present 
security market affords many 
opportunities for the purchase 
of sound investment and 
semi-speculative issues. 
We invite you to consult with 
us in respect to your commit- 
ments. Properly protected 
margin accounts are accept- 
able. 
For the investor, well secured 
bonds are always a safe pur- 
chase. Our carefully selected 
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NEGATIVE 
INFERENCE 


is often a sound basis for 
judging the trend of se- 
curity values. This sub- 
ject is discussed in our 
Market Letter M.W.S.-41 
which will be mailed upon 
request. 
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ANSWERS TO INQUIRIES 
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and while as a speculation it does not 
appear unattractive at these prices still, it 
is not a stock in which you should have 
very much of your money tied up in view 
of the risk involved. A suggestion is that 
you switch half your holding into Gene- 
ral Motors paying $1.20 per share per 
annum and selling at 14%. 


ANACONDA COPPER 
Dividend Prospects 


Js there really an improvement in the con- 
per situation? I paid 47 for 100 shares just 
wbout two years ago and never had more than 
two or three points profit so I have simply 
held on. I am a stayer and I am willing to 
hold on to this stock a long while provided, 
vf course, there is a good chance that I will 
yet my original investment back and an 
adequate return on my money.—C. V. W., 
Albany, N. Y 

While there has been no important im- 
provement in the copper industry as yet, 
it is believed that the Dawes Reparation 
Plan will pave the way for an increased 
demand from Europe, and that later this 
Fall there will be a strengthening in the 
price of the red metal. Anaconda’s Butte 
Mines are relatively high cost producers, 
making the metal for slightly over 11 cents 
~ pound and at present levels of 13% 
cents this does not leave much of a mar- 
gin of profit. Anaconda has a low cost 
producer in Chile Copper and also re- 
ceives a substantial income from the 
\merican Brass Co., but revenues from 
these sources go largely toward paying 
interest on the funded debt, which was is- 
sued to pay for the properties. Under 
present conditions, Anaconda is estimated 
to be earning between $2.50 and $3 a 
share on its stock and a liberal dividend 
rate cannot be anticipated until the price 
of the metal moves into higher ground. 
While we believe there are better things 
in store for the copper industry, it is our 
opinion that you would improve your posi- 
tion by switching to the stock of a cop- 
per company that is a strictly low cost 
producer and can show good profits under 
present conditions. Magma Copper pro- 
duces copper at a cost of 8 cents a pound 
and with the metal around 13% cents 
can show earnings of better than $6 a 
share for the stock. It is our opinion 
that Magma presents a better opportunity 
at present levels than Anaconda. 


BURNS BROS. 
A Switch Suggested 


What about Burns Bros.? I paid 136 for 
my stock just before it began dropping. I 
did not first seck your advice as I did regard- 
ing some other securities I hold and which 
show me a substantial profit, or I probably 
could have been saved this loss. I have held 
this stock now for eighteen months. What 
is your suggestion?—J. A. C., Yonkers, N. Y. 


Burns Brothers, for the year ended 
March 31, 1924, reported earnings equiva- 
lent to $10.30 a share on the class A 
common, which compares with $9.18 a 
share the previous year. In view of these 
earnings, the present dividend rate of $10 
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Investor 


Will it help you to have in 
convenient form 
Definitions which explain 
Income Bond — Adjustment 
Bond —Ctfs. of Deposit — 
Debenture Yield — 
Ex-Dividend? 

OUR BOOKLET 
Definitions of 
Bonds and Stocks 


gives these and many others 
in common use. We will 
gladly mail you copy on 
request. 
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United 
Cigar Stores 








A chain store organization 
which is benefiting from the 
general business revival. 
The common stock, listed on 
the Stock Exchange, yields 
approximately 9 per cent at 
current levels. We have 
prepared a special study of 
this Company, applying ten 
factors of valuation, and will 
be pleased to send copy of 
the circular upon written 
request, 
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cannot be regarded as well protected, es- 
pecially as the company has not accumu- 
lated a large cash surplus and could well 
afford to retain a percentage of its earn- 
ings in its business. In our opinion, it 
would be advisable to make some sacri- 
fice in immediate return in order to ob- 
tain a greater measure of protection. A 
suggestion is that you switch into Mack 
Truck, selling around 95. It is true that 
this stock only pays $6 in dividends, 

t earnings are at the rate of around 
$i8 a share and the outlook appears favor- 
alle for continued satisfactory earnings. 
lt is our opinion that by making this 

itch there would be a better chance for 
you to recover your loss than by holding 
urns Bros. stock. 


AMERICAN ICE COMPANY 
Should Earn Dividend 


Several years ago I bought 50 shares of 
verican Ice at 61. Of course, I should have 
en my profit at around 111 last year but 
ule the usual mistake of deciding the stock 
s going higher and put in my order to 
tat 120. TI can still take a nice profit of 
irse, Gnd have about decided to switch. 
hat would you advise?—J. L. D., Syracuse, 
Y. 


The recent sharp break in American 
lee is probably explained by the state- 
ment of earnings covering the eight 
onths ending June 30th, which showed 

t profits before depreciation of only 
$344,450. In connection with this state- 

ent, however, it is well to bear in mind 

it the greatest profits of the company 

e recorded during the hot months oli 
luly and August, and for the full year, 
there is every reason to believe that 
\merican Ice will show the 7% dividend 

1 the common stock earned with a com- 

rtable margin. It is our opinion that 
the stock should recover in price from 
present levels and advise you to hold the 
ock at this time awaiting a better mar- 
Ket. 


HERCULES POWDER COMPANY 
Earnings Decline 


/ recently bought 25 shares of Hercuics 
neder on the recommendation of my broker, 
o regards it as a first class investment, 
ulthough it seems to me the price of the stock 
cs not warrant me to considering it more 
m what is generally called a business man’s 
estment. J] would appreciate your opinion. 
L. M. R., Baltimore, Md. 
While Hercules Powder Company is in 
ry strong financial conditiom and has 
a good record, still, we would not regard 
the stock as a first class investment at 
present levels and believe it is more prop- 
erly classed as a good business man’s 
speculative investment. For the six 
months ended June 30th, 1924, the com- 
pany reported earnings equivalent to $3.63 
i share on the common stock compared 
with $8.09 a share for the same period 
1923. For the full 1923 year, $12.57 
share was earned compared with $11.16 
share in 1922 and less than $2 a share 
1 1921. The business of the company is 
very susceptible to general business con 
ditions. However, we consider the stock 
have merit as a long-pull holding 


(Please turn to page 885) 
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Idle Funds 


Earn No Interest 


THE only way to make money work for you 
is to keep it invested. Idle, it not only yields 
nothing, but represents a definite loss in the 
amount of interest it fails to earn. 








Ever since this House was founded, in 1882, 
investors have intrusted funds to our care 
with instruction to “invest and reinvest”. 
Year in and year out,these funds work, with 
never an idle day, always earning the high- 
est interest possible with safety. With what 
is of like importance, principal and interest 
is paid, in full,incash, exactly on theday due. 


For idle funds there are available first mort- 
gage real estate bonds, safeguarded under the 
STRAUS PLAN, and paying an attractive cou- 
pon rate. The supply is not large — prompt 
action is necessary to assure no loss of inter- 
est through waiting for other issues to become 
available. Call or write today for 


BOOKLET D-329 


S. W. STRAUS & CO. 


ESTABLISHED 1882 





Straus BuILpInG Srraus BulLpinc 
565 Fifth Ave., at 46th St 6 No. Clark St., at Madison St 
New Yorx CuiIcaco 
StrRAuUs BuLLDING 
79 Post Street, SAN FRANCIscO 





42 Years Without Loss To Any Investor 


| © 1924—S. W. S. & Co., In 




















Merchandising Stocks 


Department Stores 5S¢ & 10¢ Stores 
Mail Order Companies 


A summary of significant figures regarding the 
common stocks, on request. 


NEWBURGER, HENDERSON & LOEB 
Members of New York and Philadelphia Stock Erchang 
1512 Walnut St., Philadelphia 
NEW YORK CITY 
100 Broadway 511 Fifth Avenue 202 Filth Avenue 1531 Broadway 
824 Cumberland St., Lebanon, Pa. 




















The Problem 


of the 


St. Paul 


and 


Other Matters of Interest 
to Investors 


Discussed in the September 


Edition of 


ismans 


Copy on reauest 


F. J. LISMAN & CO. 


Members New York Stock Exchange 
since 1895 


20 Exchange Pl. New York 


























You Are Entitled 


to 6% 


You Should Demand 
Guaranteed Safety 


Note these three points of safety: 

1. Our 6 per cent bonds are se- 
cured by first mortgages on 
improved real estate. 

2. The total of all mortgages 

amount to 40 per cent of the 
total appraisals of the proper- 
ties securing them. 
Every dollar of our capital 
and surplus is pledged to 
guarantee the prompt payment 
of the principal and interest 
of our bonds. 


Mail the Coupon for Full Information 


THE MORTGAGE BOND 


COMPANY OF NEW YORK 
George M Hurd, President 
Capital and surplus $2,750,000 


58 Liberty street New York City 


Please send me your free booklet, 
“Guaranteed Safey and 6%.” 


Current Bond 
Offerings 


Municipals a Feature 


HE past fortnight witnessed a va- 
T ricty of offerings which should have 

satisfied the most exacting investor. 
For the week ended September 5, the 
total of new issues floated was $77.2 mil- 
lions, made up very largely of foreign 
government and railroad offerings. In 
the following week, flotations dropped to 
$45.9 millions, but the greater diversity 
and more equal distribution of types was 
sufficient compensation for the decreased 





NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
Yield Off'd 
Amount Yo 
Cal.. $7,000,000 
2,400,000 
2,259,000 


Los Angeles, 
Mississippi, State. . 
Atlantic City, N. J. 
Bayonne, N. J..... 1,599,000 
Binghamton, N. Y. 1,365,000 


FOREIGN 
King. of Be gium.. 30,000,000 
Paris-Orleans R. R. 10,000,000 
RAILROADS 
Canadian Nat. Ry.. 26,000,000 
Tex. Pac.-Mo. Pac. 
Term, R. R..... 5,000,000 
Cc. R. I. & Pac. Ry 3,760,000 
PUBLIC UTILITY 


Pub. Serv. Colo.... 10,000,000 
Interstate Power .. 6,000,000 
Cent. Ind. Power.. 1,500,000 











total, including as it did, a number of at- 
tractive municipal, state and public utility 
issues. 

The reappearance of state and munici- 
pal offerings, after a lapse of several 
weeks, brings attention to the strength 
of tax-exempt descriptions. The offer of 
$7.0 millions of Los Angeles, California, 
improvement bonds on a basis to yield 
from 4% to 4.35%, featured this group. 

The $30.0 million issue of the Kingdom 
of Belgium, offered during the week of 
September 6th, was readily absorbed as 
were the $26.0 millions of Canadian Na- 
tional Railways 4%s. In the following 
week, the Public Service of Colorado 5%s 
and Paris-Orleans R. R. 7s shared honors 
equally as the most prominent offerings 
in the railroad and utility groups. 





Copy Free to Readers 


“BOND YIELDS AT A 
GLANCE” 


Readers of THE MAGAZINE 
OF WALL STREET are invited 
to send in names of friends 
who are likely to be inter- 
ested in financial matters. 
In exchange for this cour- 
tesy, we shall be glad to send 
free a copy of “Bond Yields 
at a Glance.” This valuable 
set of tables tells you in an 
instant the yield of any bond 
at any price. 








North American 
Company 


We have prepared a letter 
describing the position of this 
company, which we will send 
upon request. 


We invite you to write to our 
investment department for 
opinions on securities. 


Daily or weekly Market Leiter 


mailed upon request 


PRINCE & WHITELY 
Established 1375 


Members 
NEW YORK STOCK EXCHANGE 
CHICAGO STOCK EXCHANGE 
CLEVELAND STOCK EXCHANGE 


25 Broad Street 5 East 44th Street 
NEW YORK 
Cleveland Akron 
New Haveu 


Chicaeo 
New port 











Accumulating your 
first $1,000 
through $100 Bonds 


W HEN accruing interest 
is applied to new pur- 
chases, a systematic accumu- 
lation of capital becomes 
less and less difficult as the 
process progresses. 


We take pride in clients 
whose first contact with our 
firm was through $100 Bonds. 
Many of them now purchase 
Railroad, Public Utility and 
Industrial Issues in $1,000 
pieces. The $100 Bonds, how- 
ever, are identical in every 
respect with those of the 
larger denomination, and are 
always desirable for the in- 
vestment of odd amounts. 


A special department of our 

organization deals in $100 

Bonds Quotation circular 

and other information sent 
on request 


Battelle, Ludwig & Co. 


embers New York Stock Exchange 


25 Broad St., New York 


Tel. Broad 7740 


























884 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREEI 

















ARKANSAS NATURAL GAS 
Advise a Switch 


What is the outlook for Arkansas Natural 
? J have 200 shares which I have held 
several years. I could have got 7 for 
arly this ycar, which would almost let sme 
even, but I failed to take advantage of 
market. If you think I ought to take my 
and switch into something clse, please 
me know.—G. A. F., Peoria, TU. 





\rkansas Natural Gas has declined in 
npathy with the rest of the oil list, due 
the heavy production of oil this year 
ich resulted in price cutting. The con 
mption of gasoline, however, has re- 
itly been of record-breaking propor- Steady Employment 
ns resulting in some reduction of 
cks and, as the larger oil companies 
adopting a program of curtailment in f y D ll 
lling operations, we consider it likely or our O ars 
it conditions in the oil industry will 
m begin to show gradual improvement 
wwever, we feel there are other oil : : 
cks in a better position to advance in A GOOD bond represents dollars put aside 
ice than Arkansas Natural Gas, and 
egest a switch into Superior Oil selling 
und 4. The latter company is in good 
ancial condition and has recently been . , OS. ene ae nn : 
ccessful in bringing in new production. ad yo holdings increases your present oppot 
irly in August the stock sold at 8% tunity and reduces the uncertainty of later 
d the present decline to around 4 is vears. 
derstood to have been brought about - 
rough the sale of part of the holdings 
Atlantic Refining Company. The lat- Our October Offering Sheet should be helpful 
company lost a suit brought by Su- ; 
rior Oil interests and is relinquishing 
s control. Short Term Notes listed are broad enough in 


for the future — live, aggressive dollars 
working day and night. Every bond you add 


in making your selections. The Bonds and 


TEXAS COMPANY range and sufficiently diversified in character to 


Dividend Outlook meet any particular investment requirement. 





im J] justified in continuina to hold Teras 

npany, which I bought at 47 more than a 

ir ago? What is the dividend outlook? Is . 

any preepect of an atditionnl stock Ch On request a copy will be sent 

d this wear? J have read somewhere that te , i] » » eo a — 

: 9 your home or of ress. 

ch a distribution is likely—R. M. F., Wash- J , wr office addres: 
jton, D. C. 


indies alk ai Sienen: Ceaapnan i THE NATIONAL CITY COMPANY 


it likely to come up to the estimates 
ade earlier in the year in view of the 
: : ; Bigs ' — ’ ail 
cent downward trend of oil prices. This Head Office: 55 WALL StRee1 
— however, ——— crude oil at —In the home of The National City Bank of New York, 
ery low prices in 1923, a large part ol , ‘ ‘ . 
5 : wig which was estab , 2 
hich was sold at a profit early this year which was established in 1812 
. @94 weer © » alien . . . 
d for the full 1924 year can be ex Uptown Office: 42Nv Street AT Mapison AveNnut 
cted to show the present dividend 
rned with a fair margin. We do not, Offices in more than 50 otro 11 000 miles of 
» p rivate wires o oer por aquic y ¢ 4 ‘ ectivelh 
ywever, consider it probable that any , _@ _ on tates 
xtra cash dividend or stock dividends 
ill be paid this year. Texas Company 
a very strong organization and we con- 
der the stock a good long-pull holding. 





























MUTUAL OIL COMPANY 
s Not a Former Standard Oil Sub- 


sidiary Readers of the Review are invited to GUARANTEED ! 


1s Mutual Oil a Standard Oil stock? ! have avail themselves of our facilities for 


ld 100 shares of it for threc years and information and advice on stocks and i 
wwe been somewhat disappointed at its action bonds. Inquiries will receive careful First Mortgage Real Estate Bonds 


wv I had exvected from what ! have been told attention, without obligation to the cor- - 
at the certificates would sell at 25 or more respondent. Secured by widely separated, highest type, 
is year. J bought it on the recommendation Florida properties; yield 


a friend and really had little information 
qarding the company, excepting what he THE BACHE REVIEW : 
riistold me.—R. 8. P., Newark, N. J Oo 

Sent for three months, without eharge 

) Z 1 C any is af . 

Mutual (¢ il ompany ! not a former A new development in the investment field 
standard Oil subsidiary, but early this eliminating all doubt or worry. Every 
ae ea ab et —o_- "inl Investor should read our booklet “M”™ 

ar it acquired control of the Continen J. S. BACHE & CO. mailed free on request. 


| Oil Company, a former Standard Oil Established 1892 
ibsidiary operating in the Rocky Moun- Members N. Y. Stock Bechange SECURITIES SALES COMPANY 
. ¥. Oni 


iin States. Through this acquisition - ae 
futuel Off fas become a well-rounded 42 Broadway New York City Member Florida Bankers Association 
reanization, being a producer, refiner - 119 W. Forsyth St., Jacksonville, Florida 
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Guaranteed 
Railroad 


Stocks 


What they are and 
why they are an 
ideal safe in- 
vestment 


Our pamphlet “M12” explaining 
Guaranteed Stocks 
with Graphic Colored Maps 
will be mailed on request 


Joseph Walker & Sons 


Founded 1855 
Members New York Stock Exchange 
61 Broadway New York 
Telephone Bowling Green 7040 








cee ee 











We recommend 





Ferrer Sugar Co. 


First Mortgage 742% 
Gold Bonds 


Low cost of produc- 
tion, a large area of 
reserve cone lands, 
and an exceptional 
earnings record 
make this bond an 
unusually attractive 
investment. 


A booklet descriptive of the sugar 
industry will be sent upon request. 
Please ask for Booklet 23. 


J 
Bauer, Pond & Vivian, 
INVESTMENT SECURITIES { 
40 EXCHANGE PLACE = NEW YORK. 
TELEPHONE ~ BROAD 8860 




















and distributor. Conditions have not been 
particularly favorable this year for the 
oil companies, and~this doubtlessly ex- 
plains why Mutual stock has not given a 
better account of itself in the market. 
alized he must pass completely along 
While we would not care to predict 
whether the stock will ever sell as high 
as 25 we do consider it a good long-pull 
holding and feel that if you have pa- 
tience you will ultimately find this stock 
to have been a satisfactory purchase. 


INDIAHOMA REFINING CO. 


Reorganization 

Please give me your opinion of Indiahoma 
Refining? What are the possibilities of India- 
koma Refining bcing reorganized so that the 
stockholders will get something out of the 
wreck? Js there any market at all for the 
stock ?—T. B., St. Louis, Mo. 

Unfortunately your communication 
comes at too late a date in regard to the 
affairs of Indiahoma Refining Company 
for us to be of any assistance. For the 
past three years we-have repeatedly ad- 
vised our subscribers to avoid securities 
of this company, as its affairs were not 
prospering. A reorganization plan has 
been formulated which in all probability 
will go through, and under this plan 
stockholders are left out in the cold; that 
is to say, only bondholders and creditors 
are being considered in the reorganiza- 
tion plan. Of course, there is possi- 
bility that at the last moment some other 
plan mav be brought forward, but we 
consider this very unlikely, and feel that 
you had best dispose of your stock even 
though you can only obtain % for it 

(Please turn to page 896) 





DR. JOHNSON AND 
MR. MORTON 
(Continued from page 842) 











alized he must pass completely along 
eventually to succeeding generations. All 
this was effected simply enough—for this 
is what he did: 

In the first place, he made a will. I 
have known of cases where such action 
was not only unnecessary but actually in- 
advisable. But they are unusual. Mor- 
ton’s will was brief—yet concise. 

A sum was left to a public cemetery 
in trust, the income of which was for the 
perpetual care and maintenance of the 
family lot. Under the new Revenue Act, 
this income would be exempt from taxa- 
tion. 

The rest of his wealth was left to his 
bank in trust, the income of which was 
to be paid to his wife as long as she lived, 
and then to his daughter Sally, with the 
whole fund to be equally distributed upon 
her death among her children. 

The bank and myself were named co- 
executors of the will. 

Then Morton created a living trust, in 
which he now set aside a certain portion 
of his wealth. His bank was named trus- 
tee, and the income was to be paid to his 
daughter Sally as long as she lived, with 
the whole fund to be later passed along 
to his grandchildren as in the testamen- 
tary trust above. In each of these trusts, 
by the way, the interests of both Mrs. 
Morton and Sally were not to be liable 


When doing business with our advertisers, kindly mention 





GUARANTEED 


\i € 


Trust Guaranteed Bonds 
The Pertect Real Estate Security 


Safe-guarded not only. before the 
“Selling Point" by every means | 
known to Safety and Conservatism, 
but after the “Selling Point,’ and | 
throughout the entire life of the | 
bond as well—by insurance of the | 
payment of principal and interest. 
You can eliminate the “Risk”— | 
take the “If” out of the Future, 
and insure your income, without 
impairing yield — with TRUST 
GUARANTEED BONDS. 
Denominations:— 
$1,000.00-—$500.00—$100.00 
Convenient to purchase— 


Safe to own 


There is a TRUST GUARANTEED 
BOND-Dealer near you. Call on 
him or write to us. Ask for 


booklet “‘H.” 


The Securities Guaranteed 
Company 
Cleveland, Ohia 
Branch and Associate Dealers in prin- 


cipal cities of the East and Middle 
West. 




















Invest in Sound 
AmericanIndustries 


A nation prospers be- 
cause its industries are 
successful. Bonds 
issued by financially 
sound, well-managed 
industrial corporations 
are safe investments. 


You will be interested in 
the information contained 
in our new booklet, “Bonds 
of American Industries.” 


Send for a free copy. 
Ask for T-2454 


AC.ALLYN“° COMPANY 
’ ESTABLISHED 1912 
71 West Monroe Street, Chicago 


New York Milwaukee 


Boston 








Minneapolis 
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for their debts. It was for their sole and 
separate use—independent of any hus- 
band whom they might have. Nor could 
either the income or principal be assigned, 
anticipated or transferred by the bene- 
ficiaries. 

The living trust was made irrevocable, 
hence under the new Revenue Act, its 
income was not taxable to him. Nor 
would the principal figure in either the 
Estate or the Inheritance taxes. Thus, 
ot only was Sally saved a considerable 
ceduction in her inheritance, but Mrs. 
Morton’s share was increased by reason 
f the removing of this block of wealth 
rom the gross estate upon which the 
Estate tax is figured after legal deduc- 
tions. Under the new Revenue Act, too, 
the rates on this tax (apart from the first 
$100,000) have been increased approxi- 
nately 50%. They were bad enough in 
he first place. 

Finally, Morton appointed his bank to 
ct as his agent in the full management 
if his wealth during his absence abroad. 
)f course, this was considerably preju- 
licial to my own interests, yet I could 
ot be otherwise than frank with him in 
he whole matter. 

The bank is perpetual, precluding the 
possibility of unexpected death. Regular 
State audits are made without notice, in 
iddition to the bank’s own systematic 
xccounting. The bonds and stocks are un- 
der the scrutiny of an investment board 
ather than of a single individual, while 
the real estate has at all times the re- 
sources of an experienced and organized 
special department at its disposal. Fur- 
thermore, the trust funds would be held 
distinct and separate from the general 
assets of the bank. A bond will protect 
Morton’s wealth from fraudulent man- 
agement, and that bond is in turn itself 
protected by the bank’s capital, surplus 
ind stockholders’ liability. 


It has frequently been said that New 
England is “altogether too firmly in the 
grip of dead hands—trusteeships which 
hold back business.” That it has failed 
in recent years to live up to that stand- 
ard of industrial progress in which it was 
—in early times—a veritable shining light. 
Be that as it may, the fact remains that 
these numerous trusts of one form or 
another are finding increased popularity 
and interest in the eyes of other than 
merely such as Bostonians today. The 
reason is simple enough. The passing 
along of wealth in trust generally reduces 
the risk of wasted inheritances to a mini- 
mum at least for several generations. It 
will serve to forestall more than any other 
way the return of those inevitable “shirt 
sleeves.” 

Years ago, trust funds were usually 
associated only with great wealth. To- 
day, such a fallacy has been pretty well 
exploded. 

It is all very well for us to put upon 
our pennies the words “in God we trust,” 
but we must not forget that there is an- 
other old saying to the effect that “God 
helps those who help themselves.” Hence 

it is sometimes found wise to put those 
very pennies themselves “in trust.” 
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7% BONDS 


Backed by Solid Safety 
\ Flow to get the largest possible return 


after making sure that his principal is safe 
is the problem that confronts every man who 
wants to accumulate wealth. 


7% Adair Protected First Mortgage Bonds 
are backed by solid safety made up of ample 
security and earning power. These bonds are 
issued by the Adair Realty and Trust Com- 
pany, the~South’s Oldest Mortgage Invest- 
ment House, with a record of 59 years’ experi- 
ence in the first mortgage investment field 
without loss of a dollar to a single investor. 


Send Now for Valuable Free Booklet 


> 


~ 


“AS 4 . 


The safest way to attain the benefits of a 
7% yield, which just about doubles your money 
every ten years, is described in the booklet, 
“How to Judge Southern Mortgage Bonds,” 
together with a circular describing a 7% first 
mortgage bond issue. 


Adair Realty & Trust Company 
The Souths Oldest Mortgage Investment House 


ATLANTA 
Philadelphia, Land 1 itle Building Jacksonville, Adair Building 


NEW YORK 


Adair Realty and Mortgage Co. porn 
Exclusive Distributors, y REALTY 
P e* AND TRUS 
270 Madison Avenue ee COMPANY 
= Dept. J-13, Hea'ry 
bieg., Atianta, Ga 
* 
Gentlemen: K ' 
me the booklet 
Souther 
iagether t 
cular f a first 
a gage bond issue yield 
> 2’ Name 
7 : mee A ciiress 


NO LOSS TO ANY INVESTOR IN FIFTY-NINE YEARS 











Orders executed for Cash or on Conservative Margin 


PRIVATE WIRES—NEW YORK, NEW ORLEANS, CHICAGO 
AND THROUGHOUT THE SOUTH 


FENNER & BEANE 


Members of 
New York Coffee & Sugar Exchange 
Louisiana Sugar & Rice Exchange 


Associate Members of 
Liverpool Cotton Exchange 


New York Stock Ex 

New York Cotton Exchange 
New Orleans Cotton Exchange 
Chicago Board of Trade 

New York Produce Exchange 


NEW YORK: 27 William Street NEW ORLEANS: 818 Gravier Street 
WASHINGTON, D. C.: The New Willard Hotel 
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Pablic Utility 
Bonds 


Our Service to Dealers in- 
cludes a pamphlet issued 
quarterly, quoting bid and 
asked prices on 1800 issues; 
also a weekly list quoting 
more than 200 issues. 





Free to Dealers on Request 


The character and extent of 
our organization and facili- 
ties enable us to keep in con- 
stant touch with the markets 
in all Utility Bonds. 


LILLEY, BLIZZARD & CO. 


Members Philadelphia Stock Exchange 


Commercial Trust Bldg. 
Philadelphia 


D:rect Telephones to New Yu.k 























A 
Speculative 
Opportunity 


New York 
Railways 


‘“‘Real Estate 4s” 
Due 1942 





Under the terms of the 
Reorganization Plan 
these bonds appear to 
offer a very exceptional 
opportunity for sub- 
stantial profit. 


Request Circular M.W.-18 





W™ Carnesic Ewen 


Investment Securities 


2 Wall Street New York 


Telephone Rector 3273-4 








UNLISTED UTILITY BOND INDEX 


(IN ORDER OF PREFERENCE) 
POWER COMPANIES 


Invest- 
ment Bid 
Grade Price i *Yield 


Indiana Power Co. 7%s, 1941.... 102 A 7.10 
Cohoes Power & Light Ist 6s, 1929 103 % 5.10 
Tennessee Power Co. Ist 5s, 1962 894 5.40 
Appalachian Power Co. Ist 5s, 1941 9414 5.45 
Alabama Power Co. Ist 5s, 1946. 95 5.30 
New Jersey Power & Light Ist 5s, 1936 92% a 5.75 
Parr Shoals Power Co. Ist 5s, 1952. $0 Vy, 5.60 
Nebraska Power Corp. Ist 5s, 1949 95% $ 5.30 
Appalachian Power Co, 7s, 1936 ( Non-Cal'ab!e) 6.30 
Penn.-Ohio Power & Light 8% Notes, 1930 6.40 
Union Elec. Light & Power Co. Ist 5s, 1933 5.25 
Idaho Power Co. 5s. 1947 4 % 5.50 
Texas Power & Light Co. Ist 5s, 1937 5.35 
Ft. Worth Power & Light 5s, 1931 ¢ § 5.20 
Central Ga. Power Co. Ist 5s, 1938 . 91% 5.80 
Electrical Development of Ontario 5s, 1933 

Adirondack Electric Power 1st 5s, 1962 

Carolina Power & Light Ist 5s, 1938 

Madison River Power Co. Ist 5s, 1935 

Niagara Falls Power Ist & Cons. Mtge. 6s, 1950 

Shawinigan Water & Power Ist 5s, 1934 

Consumers Power Co. (Mich.) Ist 5s, 1936 

Salmon River Power Ist 5s, 1952 

Nevada-California Electric Ist 6s, 1946 

Great Western Power Co. 5s, 1946 

Mississipp: River Power Ist 5s, 1951 9654 


GAS AND ELECTRIC COMPANIES 


Wilmington Gas Co. 5s, 1949 eee 
Cons, Cities Light, Fower & Traction Ist 5s, 1962. eas 
Bronx Gas & Elcctric Ist 5s, 1960. in 92 
Western United Gas & Elec. Gen. 6s, 1950. 98 
Waukesha Gas & Electric Ist 5s, 1959 

Burlington Gas & Light Ist 5s, 1955 

Twin State Gas & Electric Ref. 5s, 1953 

United Light & Railways 6s, 1952 

Tri-City Railway & Light 5s, 1930 

Dallas Power & Light 6s, 1919 

Portland Gas & Coke Ist 5s, 1940 

Denver Gas & Electric Ist 5s, 1949 

Indianapolis Gas Co. Ist 5s, 1952 

Oklahoma Gas & Electric Ist & Ref. 7%4s, 1941 

Evansville Gas & Electric Ist 5s, 1932 

United Light & Railway 5s, 1932 

Houston Light & Power ist 5s, 1931 

Rochester Gas & Electric 7s, Series B, 1946 


TRACTION COMPANIES 


Galveston-Houston Electric Railway Ist 5s, 1954 

Minn. Street Ry. & St. Paul City Ry., Jnt. 5s, 1928 

Northern Chio Traction & Light 6s, 1926 

Knoxville Railway & Light 5s, 1946.............. eeccceee Cc 
Columbus Street Railway Ist 5s, 1932........... ebeceeess B 
Kentucky Traction & Terminal 5s, 1951 

Detroit United Railway Ist Coll. 8s, 1941 

Nashville Railway & Light 5s, 1953 

Memphis Street Railway 5s, 1945........... eT ee a 
Schenectady Railway Co. Ist 5s, 1946........ nhbeweianed c 


HOLDING COMPANIES 


American Power & Light 6s, Series A, 2016 ; 95 
Standard Gas & Electric Co, 6s, 1935.......... ieuetbaneds > “ae 93 
Penn.-Ohio Edison 6%s (notes), 1927 . 99% 101 
General Gas & Electric s. f. 7s, 1952.......... cocceseeeces mm. 102 
American Gas & Electric Gs, 2014. ..........000000+ ceeese B.. 965 95% 
Middle West Utilities 8s, 1940 ‘ 108 


TELEPHONE AND TELEGRAPH COMPANIES 


Home Tel. & Tel. Co. of Spokane Ist 5s, 1936 96% 97% 
Houston Home Telephone Ist 5s, 1935........... jmescce. F&F 99 

Chesapeake & Potcmac Tel. Co. (Va.) Ist 5s, 1943 -. 96% 97% 
Ohio State Telephone Co. Ref. 5s, 1944 na: 98% 
Western Tel. & Tel. Collateral Trust 5s, 1932............. . 989Y% 1004 


* Yield computed at the asked price. 
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TRADE TENDENCIES 
(Continued from page 875) 








as usually happens in such cases, a 
, [t reaction set in as soon as the spec- 
ors attempted to liquidate their hold- 


ome were, doubtless, fortunate enough 
et out in time, but action of the cop- 
market clearly shows that there is 
a considerable amount of weakly 
| speculative metal to be absorbed be- 
e stability can be restored to the price 
icture. Some of the smaller and less 
ndly financed producers are contribut- 
to current weakness by sales of ex- 
s stock. 
hose consuming interests who are in- 
ed to bargain hunting are taking ad- 
tage of the present situation to pick 
cheap metal but the larger and more 
ortant buyers, as well as leading sell- 
are remaining pretty much in the 
kground. As a consequence of the 
ditions described, it is rather difficult 
draw definite conclusions as to the im- 
diate outlook. The present state and 
racter of demand indicate that cur- 
t prices are more or less nominal. 





COAL 








Improving Prospects 
The coal industry would seem to be 
ing a more cheerful future than it has 
several months. Consumers are still 
iging back, but this is probably the re- 
t of the habit acquired in months of 
itious buying rather than sound rea- 
ing. Their reserves have gradually 
len and are now subnormal. Several 
lic utility companies, for example, are 
wn to have but 50 days’ reserve sup- 
of coal compared with normal stocks 

livalent to a 90 days’ supply. 
Easy transportation conditions and the 
»wledge that coal could be delivered in 
intity on short notice have contributed 
consumer laxity in the matter of main- 
ing proper reserves. It is apparent 
it the situation might reverse itself 
Idenly should any untoward incident, 
h as a general strike, develop, thus in- 
cing buyers to hurry into the market. 
ere is nothing to suggest such inci- 
nts at this juncture, however, although 
is conceivable that a considerable buy- 
movement, sufficient to lift prices 

irply, may begin at any time. 
\t any rate, it is clear that prices 
yuld tend to become firmer and demand 
‘rease. Production of soft coal is 
adily rising and is now well above the 
low levels of mid-summer. A number of 
nes, idle since early months of the cur- 
rent year, have already resumed opera- 
ms and more are likely to follow suit. 
ith properties more fully engaged, 
rnings of the stronger companies should 
improve henceforth. High-cost mines, on 
e other hand, are not likely to benefit. 
Conditions in the anthracite fields are 
iowing marked improvement. Demand 
is fairly strong and the price trend is 

definitely firmer. 
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SERVING THE INVESTOR 
No Propaganda Unbiased News 


THEWALL STREET NEWS 


Published by 


The New York News Bureau Association 


Regularly Carries Timely Articles of Great Value 
to the Investor. Its Analysis of Corporations Are 
the Subject of Much Favorable Comment. 


$10 one year—$5 six months 
—$2.50 three months— 
$1 one month 


THE WALL STREET NEWS 
42 New Street New York 


Enclosed please find $1.50 Cover- 


ing Special Trial Subscription for 
two months. 


ON SALE ON ALL 
NEWSSTANDS 


42-44 New Street, New York 














WHITEHOUSE & CO. 


Established 1828 


Stocks and Bonds—Accounts Carried 
111 BROADWAY, NEW YORK 





Members New York Stock Exchange 





BALTIMORE 
Keyser Building 


BROOKLYN 
186 Remsen St. 

















Natural Gas Producing and Distributing Utilities 
Gas and By-Products Company (Dallas, Texas) 
First Lien Sinking Fund Gold 7s, Jan. 1, 1931. 
Each $1,000 Bond Convertible into 12 shares of 
$100 Par Value 7% Cumulative Preferred Stock. 
Price 98'\/, & interest to Yield 7.15% 

Public Gas Corporation (Huntington, W. Va.) 
First Mortgage 7% Serial Gold Bonds 1925-1933 
Price according to maturity to Yield 7.25% 


ROGER B.WILLIAMS,JR.& @ 


Investment Bonds 
67 Wall Street New York 


























*Stock Marker Averaaces- 
: 7 19 1920 1921 1922 1923 1924 


‘CAS Hi o : 75 INDUSTRIALS 


<*> Compinen Averaces 


can be purchased for oF 29R.R.625 Inn's 


$660 == 
$ 5 per month 


You receive $1000 cash for $660, if you follow 
the simple systematic Earning by Saving Plan 
used by over seven million investors. 


Sag 58 a month for 132 mos—total $660. While 

ing these payments, your money earns 9 if 2 
simple int. or 724% compound int. When 
final yment is made you receive $1000 cash, 
& profit of $340. 


YOU CAN ALSO PURCHASE 

$ 2000 Cash for $ 1320 at $ 10 mo. for 132 mos. 
$ 5000 Cash for $ 3300 at $ 25 mo. for 132 mos. 
$10000 Cash for $ 6600 at $ 50 mo. for 132 mos. 
$20000 Cash for $13200 at $100 mo. for 132 mos. 
Arrangements may be made topay in78 monthly 


installments or on a 20 payment plan, or you 
may invest outright $200 or more at 6%, 


BANKING SAFETY 


AR Fay EY UY, — MARKET STATISTICS 
sylvania. All funds are invested under rigid State 
anking Supervision. N. Y. Times 


MONEY BACK ANY TIME N.Y.Times Dow, Jones Avgs. —50 Stocks —~ 


Stop payments anytime and withdraw money 40Bonds 20Indus. 20Rails High Low Sales 
in full, Thursday, September 4.. 80.54 102.77 89.45 94.71 47 779,30 


























plus interest earned. 


SEND FOR FREE BOOK Friday, September 5.... . 101.07 88.90 93.96 


Do you want to build an independent fortunet Saturday, September 6.. : ‘ 88.78 
ou wan ome free from financ . : 

worrtes? Do you want $1000 Cash for $660? ow. ae _ J . jawed 

These interesting details of the U. 8S. National uesday, Septem er 7... . . . 

Earning by Saving Plan are explained in_ Free Wednesday, Sept. 10.... . ; 88.92 

oak sutiped “Tassstl lniceentense Mads Bop ©6Thursday, Sept. 11 ; 89.06 
ae Oe Cy Guy. oo one Friday, September 12... 52 t 89.45 


Saturday, Sept. : t 89.56 

—>* Monday, September 15.. J , 89.34 
Building and Loan Association Tuesday, September 16.. 80.65 89.40 
Wednesday, Sept. 17.... . 103.49 89.97 








'U. S. National Building, Phila., Pa. 
=——RZ 























Average Price of 40 Bonds 
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il 
8 Industrials. 85 
4 Street Rai 


“Build Your Income Z Public Utilities. 80 
on Prosperity’s Path” 15 


This booklet tells you of the wonder- 70 
ful investment opportunities offered 
by the marvelous growth and pros- a 
perity of Miami. 


Secured 8% Investment init U. 9. Government Bond Averages 





in selected first mortgages on Miami 
residential properties—only up to 50% 
of value—is an unusually safe and 
high income-paying employment for 
your money. All legal safeguards 
and collections of interest made for 
you without charge. 








axable 
Send today for booklet No. 12 


SOUTHERN BOND & MORTGAGE 
COMPANY 


503 Ralston Bidg. Miami. Fla. 85 
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“Perfect Peerless,"’ the 
desk calendar pad, with 
advertiser's imprint. 


meonoay. sUNE 16 see. 


TH ett. 28 ¢ 
“ * = tog Fr. sw ey . 
. 2 ike ade hy eS: 


GET TO THE BIG MEN 
With the Perfect Peerless Desk Calendar Pad 


Get your message right before their eyes every hour in the day, 365 days a year—at less than the cost of one 
letter a month. There is no form of advertising that does a more constant and thorough job of pre-selling your 
product or service to the men you want to reach. 

Many of the foremost advertisers in the country recognize the effectiveness of the “PERFECT PEERLESS” 
PAD. Such great organizations as the Penna. R. R., UNION PACIFIC SYSTEM, Illinois Central R. R., L. & 
N. R. R., Santa Fé R. R., Jamison Lumber Co., Paramount Knitting Co., BERMINGHAM & PROSSER PAPER 
CO., Planters National Bank, and numerous others of like caliber use it constantly. 

An eyefull at a time, you get your message across with a series of persistent impressions. Let us quote you on 
your requirements for 1925 and submit samples. 


TELEFO DESK PAD CO. 
219 South Dearborn St. Chicago, U.S. A. 

















° of 50 per cent discount on 
Sp ecial Offer—*'. Books until October 31 





Students of Trading and Investing 
Books are the basis of all knowledge; and KNOWLEDGE is POWER. Nowhere is the 


adage “Knowledge is power” more applicable than in the investment field. 


To be successful in trading or investing 
YOU MUST KNOW— 
How to detect turning points in market movements; How to INTERPRET MARKET ACTION; Averaging; 


advantages of buying on big breaks; how prices are your rights when dealing with a broker; what action 
made; how to detect distribution and accumulation; to take if you are the innocent holder of a stolen 
practical use of PUTS, CALLS and STOP-ORDERS; bond; what to do if you lose a certificate or bond; 
short-selling; the financial statement; margin trad- the importance of placing stock in YOUR name; when 
ing; the broker can sell your account. 

Millions of dollars are lost annually by investors and traders simply because they are not informed on 

the above listed subjects. The Books we are offering you cover those subjects and a hundred others. 


$7.00 IS THE SPECIAL PRICE OF THESE EIGHT VOLUMES. REGULAR PRICE $14.96 


These books are amazingly simple, easily understood, intensely practical and fundamentally sound, 
FOUR ELEMENTS THAT ARE NOT ALWAYS FOUND IN FINANCIAL BOOKS. Many books 
on investment and finance are simply the theorizing of Financial writers. These are practical. 
—— eee EIT OUT THIS COUPON—MAIL NOW!-——<™3r3recrccr.r-~ 
THE MAGAZINE OF WALL STREET, 
42 Broadway, New York City, 
Book Department. Gentlemen: Please send me at once.......... copies of the books checked 





© A B C of Bond Buying by © You and Your Broker, by Robt. © How I Trade and Invest in 
$1. Stocks and Bonds, by Richard 


© Financial Statements Made Plain, D. Wyckoff 
by E. A. Saliers .62 Practical Points on Stock Trad- 
ing, by Scribner Browne 


Address 


© Please let me know how I can get The Magazine of Wall Street at a discount. 
Sept. 27. 
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GL Sikes 


Whetber r us er thousands of miles «away, 
you can deal with us entirely by mail. This old con- 
servative BUTLDING-SAVINGS AND LOAN ASSOCIA- 
TION (our 34th year), operating under N. Y. 
ing offers a haven of safety (together with 
an adequate earning return) for your savings and ready 
funds in any amount. As little as $5.00 will open an 
account with us. We operate three Savings Plans, but 
as a “THRIFT DRIVE” we are just now featuring our 
“Ss le ‘I IL * Savings Plan,” whereby $5.00 
to us monthly matures to $500.00 in 81 months, 
sums 





sent 
$10. 
to like ratio. 

per annum on all money so paid in. 

monthly payments at any time or withdraw your funds 
without loss, as explained in our booklet. 


514% Guaranteed Certificates 


For the investment of ready money in amounts of 
$100.00 to $5,000.00 or more, we recommend our $100.00 
income Share Certificates paying 5% per cent per annum. 
These Certificates are redeemable in cash at par after 
8 years, therefore they possess the attractiveness of the 
high-class, short-term security, so popular 
today. Under the terms of a special Act of the U. 8 
Congress, earnings derived from investments on our 
various Plans are exempt from the Federal Income Tax 
for a given time and to a given amount. Write today 
for “The Safety of Savings” 


KERS LOAN & INVESTMENT 


A SAVINGS AND LOAN ASSOCIATION 


BANKERS LOAN & INVESTMENTCO 
Dept. H, 61-63 William St. New York 


Please send me, without obligation, your free 
Booklet, “The Safety of Savings.” 











| 
| Tower 
Manufacturing 





Corporation 


One of the largest 
manufacturers of radio 
headsets in the world 


COMMON STOCK 


Listed on the 
New York Curb 





Descriptive circular upon request 


George B. Robinson 
& Company, Inc. 


67 Wall Street New York 




















AMERICAN TOBACCO CO. 
(Continued from page 864) 











from a high of 156 millions in 1921 to 
138.5 millions in 1923 due to competition 
and lower selling prices, especially ciga- 
rettes. At the same time, by reducing 
its interest requirements on funded debt 
and other economies, net has come well 
up with earnings secured during the pe- 
riod of higher gross returns. Last year, 
this figure amounted to 17.8 millions, 
compared with 18.9 millions in 1922 and 
18.2 millions in 1921, in which year gross 
sales exceeded those of 1923 by a large 
margin. Net amounted to $15 a share 
after all expenses, charges and preferred 
dividends. While there is only a differ- 
ence of $3 in the per-share margin over 
common dividend requirements, yet over 
3 million dollars was carried to surplus 
account last year. Considering the his- 
tory of the company, its strong financial 
condition and position in the trade, the 
conclusion must be that the common divi- 
dend appears well protected by earning 
power. 


There have been fears that in the lease 
of the Tobacco Products Corp. proper- 
ties, the American Tobacco Co. may have 
paid too high a price and that this will 
act as a burden in the further curtailment 
of revenue available for the common 
stock, but these fears do not appear well 
founded. Since the growth of cigarette 
business in 1917, the Tobacco Products 
Corp. earnings in the following seven 
years have averaged over 2.7 millions 
annually compared with the total of 2.5 
millions annual rental which the Ameri- 
can Tobacco Co. must pay for these prop- 
erties. While this is the average return, 
the business at this time is actually on a 
more profitable basis. Earnings* of the 
Tobacco Products Corp. in 1922 were 4.4 
millions and in 1923 3.0 millions, so that 
if the American Tobacco Co. is unable 
to handle these properties more economi- 
cally, and this is Ilogical in view of the 
benefits of unified control, it will be seen 
that at least on past operations, the leas- 
ing company should show a handsome 
profit on the new investment, aside from 
the fact that in leasing these properties, 
it has considerably reduced competition 
in its line from the company as an inde- 
pendent factor. 

American Tobacco common stock is 
selling around 155 and the class B shares 
at 153. To the outside investor, voting 
power is not worth the difference in mar- 
ket price of the common and class B 
stocks. On basis of present prices, the 
return is 8% on the investment. This is 
a high yield which cannot now be ob- 
tained from the stocks of other similar 
strong companies well entrenched in their 
respective fields. The high return does 
not appear due to any fundamental weak- 
ness, but seems to be an instance where 
the stock is selling out of line with in- 
come return, possibly due to the more 
spectacular market action of the shares 
of other tobacco companies, engaging the 


* Not including income from United Cigar 
Stores holdings. 








Members N. Y. Stock Exchange 


Bridgman & Edey 


Oliver B. Bridgman Charles L. Edey 
Eugene K. Austin 


One Wall Street 


Telephone Whitehall 1815 


Brokerage Service 


Accounts carried on conservative 
margin in both odd and full lots. 


We endeavor to keep our customers 
constantly advised regarding their 
securities. 

Out of town orders receive special 
attention. 

















LISTED RADIO 


Dubilier-Ware-Hazeltine 
Rova-Thompson-Jones 
Public appreciation of the earning 
possibilities of established radio 
companies is being reflected in an 
expanding market for the listed 
issues. We have unexcelled fa- 
cilities for executing orders in all 
radio stocks and invite your in- 

quiry. 
ABRAHAMS, HOFFER & CO. 
Members New York Curb Market 
15 Broad St., New York 














Share inthe profits of 
10 Edison Companies 


Through the purchase of United 
American Electric stock at around 
$17 a share you obtain a par- 
ticipating interest in 10 strong 
Edison Companies. The annual 
return is about 7% with oppor- 
tunities for greater yield. 


Ask for circular M. W. 89 


R.J.McCilelland &Co. 


Investment Securities 


60 Broadway, New York 











Have you read every 
ad in the Opportu- 
nity Exchange on 
Page 904? 
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Stocks Bonds 


Our facilities enable us to 
handle transactions for the 
large and small investor. 


We invite correspondence 
on any securities—listed or 
unlisted. 


Specialists in Ohio Securities 


Worthington, 
Murfey 
& Co. 


MEMBERS 


New York Stock Exchange 
Cleveland Stock Exchange 


Guardian Bldg., Cleveland 
Branch Office: Akron, O. 




















High Grade 


Investments 


For fifty-four years our ser- 
vices have been at the com- 
mand of investors 





Richardson, Hill & Co. 


Established 1870 


50 Congress St. 
BOSTON 
PORTLAND BANGOR 


Members New York and Boston Stock 
Exchanges 


interest of investors in tobacco securities. 
In view of the American ~ Tobacco 
Co.’s strong position, both financially 
and from a trade standpoint, its large 
earning power and consistent dividend 
record, the stock at present levels is 
attractive as a business man’s invest- 
ment. 





HOUSTON OIL CO. 
(Continued from page 874) 

















Corsicana district are owned entirely by 
Houston. 

In the 800 acre Dolbear tract in the 
Hull field, Liberty County, Texas, the 
company, in conjunction with the Repub- 
lic Production Co., has developed a pool 
which has advanced to the top of the list 
of Coastal producers. Houston’s present 
daily rate of production is about 12,000 
barrels. Houston’s other holdings, par- 
ticularly in Live Oak County, and the Big 
Hill Field where it has 6,000 acres, have 
interesting possibilities. While it is yet 
too early to attempt to predict the oil pos- 
sibilities there are indications that they 
may be considerable. 


Earnings and Prospects 


The steady improvement in Houston's 
earnings is shown in the following tabu- 
lation : 

Earned on 

Year Common 

*1919 .. iehaneddinde date 

**1920 cenccceces 200% 
+1921 ‘enneed: Ae 
+1922 vere 


. canara 


* Year ended September 30. 
** 15 months ended December 31. 
+ Year ended December 31. 
t6 months ended June 30 


The company’s latest balance sheet 
shows an excellent financial condition. 
Working capital is about $2,000,000 which 
is ample for a producing company of this 
sort. The $2,000,000 of Kirby Lumber 
Co. notes which Houston owns, are be- 
ing liquidated at the rate of $250,000 an- 
nually. Houston’s only funded liability 
is the $535,466 of accrued dividend certifi- 
cates outstanding, and the company has 
in the neighborhood of $500,000 cash. 
The management seems bent upon 
building up the investment position 
of the company’s securities and divi- 
dends, therefore, may not materialize 
immediately. But it appears that the 
outlook is for increased earnings 
which, over a period of time, should 
express themselves in terms of higher 
prices for the company’s securities. 











What Can Our Insurance 
Dept. Do for You? 
See Page 867. 








Ist Mortgage Bond 
MOODY RATING “A”’ 


Price to yield 6.10% 


Subject to prior sale, we offer 
the First Mortgage Bond of 
an Electric Railway operating 
in the heart of the cotton 
belt, serving some two hun- 
dred mills and connecting 
with the Southern Railway 
and Seaboard Air Line. 


Seventy-Four per cent of its 
income is derived from freight 
traffic and operating ratio is 
less than 60%. 


Earnings are equal to almost 
3 times interest charges and 
dividends of four per cent are 
being paid on the common 
stock. 


Descriptive Circular sent 
upon request 


Samuel Mieery EC 


Mem bers 
oNow York Stock Exchange 
Philadelphia Stock Exchange 


Franklin Bank Building 
Philadelphia, Pa. 























Carrent 7 | / 
ield 
About 7 4 0 


Industrial 
Trustee Shares 


Metropolitan Trust Company of the 
City of New York, Trustee 
Representing Full Participation in Ten 
Leading Industrials 

American Locomotive Co. 
American Tel. & Tel. Co. 
American Tobacco Co. 
American Woolen Co. 
Endicott-Johnson Corporation 
Studebaker-Corporation 
The Texas Company 
United Fruit Company 
VU. S. Steel Corporation 
Westinghouse Elec. & Mfg. Co. 

These shares offer to every investor 
the pogney of participating in the 
ownership and profits of America’s great 
industries. They combine Diversity, 
Stability, Safety. Marketability, High 
Yield. Brofit 

Price at Market 
$1114 per share 

Price subject to Market changes 

Book Value Over $14.00 
Circular M. W.8.-2 on Request 
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The Current Issue 
of our 


Weekly 
Market Letter 


contains a special analysis of 
stocks of 


THE AMERICAN 
TOBACCO CO. 


which, owing to the remark- 
able growth and stability of 
the tobacco industry, presents 
strong investment features. 


Copy on request 


PebeyEKirk 


Established 1873 
Members N. Y. Stock Exchange 
25 Broad St., New York 


























Weekly 
Stock 
Letter 


—pointing out eco- 
nomic conditions that 
may havea vital bear- 
ing upon the course 
of security prices. 


Sent gratis on request 
for M-16 


Josephthal & Co. 


Members New York Stock 
Exchange 








120 Broadway, New York 


Tel. Rector 5000 























| Over-the-Counter 











IMPORTANT ISSUES 


Quotations as of Recent Date* 


Aeolian Co. pfd. (7) — 8 
Aeolian Weber — 14 
Aeolian Weber pfd. (7) — 69 
Allied Packers — 6 
Se a 38 — 42 
American Arch (5P) — 95 
American Book Co. (7) 110 —112% 
American Cyanamid ((P).. — 97 
Pid. (6) Y.— 76 
Amer. Thread pfd. (5%).... — 4% 
Atlas Portland Cement (4).. —.. 
Babcock & Wilcox (7) —126 
Barnhart Bros. & Spindler: 
Ist Pid. (7) G —103 
2nd Pfd. (7) G —.. 
a er 127 —129 
Pfd. (6) —105 
PN I. act Naandes oun’ 83 — 86 
Pfd. (7A) —104 
Burden Iron part. pfd. (8).. —102 
Celluloid Co. (4) — 65 
Pfd. (8) —102Y% 
Congoleum Co. pfd. (7) —102 
Crocker Wheeler ........... 28 — 33 
Pfd. (7) — 78 
Eisemann Mag. pfd. (7).... — 47 
Franklin Rwy. S. .......... 80 — 90 
Ide (Geo. P.) & Co., Inc.... 8 — 10 
Pfd. (8) — 79 
Jos. Dixon Crucible (8).. —138 
Ingersoll Rand (8P)........230 —250 
Johns-Manville, Inc. (3P)...105 —110 
Knox Hat — 20 
 , aetna 32 —.. 
Pr. Pfd. — 8&5 
Lehigh Port’d Cement (3).. 58 — 60 
McCall Corp'n 3 — 76 
kt, ar xl15 —.. 
National Fuel Gas (5P)....108 —1l1l 
Nat'l Licorice Co. (5P) — oe 
Pid. (6) 5 =—.. 
New Jersey Zinc (8P) —159Y% 


Niles-Bement-Pond .....:... 28 
Pfd. (6) 
Phelps-Dodge Corp’n (4)... 
Poole Engin’g (Maryland) : 
SERS ae 
Class 
Purity Baking Co. (3) 
Richmond Radiator Co. ..... 
Pe eae 80 : 
Royal Baking Powder (8)..140 —145 
Pfd. (6) 
Safety Car H. & L. (8) 
Savannah Sugar (6) 
Pfd. (7) 
Sheffield Farms (6) 
Pfd. (6) 
Singer Mfg. Co. (7) 
Superheater Co. (K) 
Tecmmicoior, Ime. ....cccccee 
Thompson-Starrett (4) 
United Bakeries 
Pfd. (8) 
Victor Talking Mach. (8)... 
. © ae | re 120 
Ward Baking “B” 
White Rock (K) 
2nd Pfd. 
Ist Pfd. 
Yale & Towne (4P) 


* Dividend rates in dollars per shar: 
designated in parentheses. 

A—In arrears 7%. 

B—Arrears of 26% being discharged at 
rate of 7% annually in addition to regu 
lar dividend rate. 

G—Guaranteed as to principal and divi 
dend by Amer. Type Founders. 

K—Dividend rate on this stock not 
established. 

P—Plus Extras. 

x—Ex-Dividend. 





VER-THE-COUNTER stocks were 

active and strong during the fort- 

night. Demand appeared heaviest 
in the higher-grade group, where prices 
were generally higher. 
~ Superheater Co.—Renewed interest in 
Superheater Co. stock resulted in sales 
at as high as 116, comparing with a price 
a few weeks ago about 10 points lower. 
This company was frequently reviewed 
in these columns last year when dealings 
in its capital stock were on a large scale. 
It is engaged in the manufacture and 
sale of superheaters for locomotive, ma- 
rine and stationary boilers and also manu- 
factures a line of feed-water apparatus. 
Its products are fully secured by patents. 
The company does not issue income ac- 
counts, but its results may be deduced 
from its dividend record considered in 
connection with its balance sheet show- 
ing. In 1923, besides cash payments, the 
company paid a 60% stock dividend, in- 
creased its bond holdings over $1,600,000, 
its cash by over $2,600,000 and added 
over $1,800,000 to surplus. 


oo 


So far in 1924, it has paid 3 quarterly 
dividends of $1.50 each, and one extra 
(in January) of $10, making total cash 
payments for the year to date of $14.5 
per share. Current buying in the stock 
is characterized as of excellent quality, 
and some holders are anticipating addi- 
tional extra disbursements toward the 
end of the year. Superheater’s capital 
stock represents its entire capitalization 
there being no funded debt or prior stock 
issue. Its recent price of 116 compares 
with a high earlier in the year of 136. 

Allied Packers, Inc—In the speculative 
group, dealings in Allied Packers were 
prominent. Since attention was first di- 
rected to this company here, early in 1924, 
its securities have risen sharply. Thus, 
from a then-price around 50, the 8% 
bonds have risen to around 85 while the 
Prior Preference has risen from around 
15 to recent sales at 44. Strength here 
is attributed to improvement within the 
organization as well as to the turn for the 
better in the farm-product field gene- 
rally. The company is understood to have 
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an earning power of close to $2,000,000 
t and, while it is not expected to attain 
y such result this year, its recovery so 
far has been good enough to encourage 
pes of some action on behalf of the 
ior Preference holders in the first half 
1925. Readers may be reminded that 
stock has been recommended here 
ely as a speculation. . 
Pierce, Butler & Pierce.—Inquiries re- 
p rted for the 8% preferred shares of 
‘rce, Butler & Pierce call attention to 
stock situation which Over-the-Counter 
iders may find interesting: 
Pierce, Butler & Pierce is the corporate 
tgrowth of a crockery-jobbing business 
« tablished in Syracuse in 1839. From 
t is humble beginning, the company has 
veloped greatly, extending its line to 
e manufacture of radiators, high-speed 
gines and high-pressure boilers, pres- 
re gauges, etc.; and it continues to 
indle a full line of plumbing fixtures 
id materials. It is ranked among the 
st three in its field. 
The “interesting stock situation” in 
ierce, Butler & Pierce surrounds the 
ailability (at this writing) of the com- 
iny’s 8% preferred stock, a cumulative 
sue, at 93, whereas its common stock is 
1oted 95 bid and is understood to have 
ianged hands recently, in the form of 
large block, at $100 per share. Inves- 
gation fails to justify the comparatively 
w level of the 8% preferred, at least 
s compared with its callable price of 105. 
Here is what an independent analysis 
f the record shows, in respect to the 
ymparative merits of the two issues: 
Average Earnings available in the 8 
ears, 1916-23, inclusive: On the 8% Pre- 
rred, $18.90 per share; on the Common, 
642 per share. 
Earnings Balance in 1923: Preferred, 
38.37 per share; Common, $17.89. 
Tangible Assets, as of Dec. 31, 1923: 
‘referred, $349 per share; Common, $147. 
et Current Assets, same date: $217 per 
are against $69. 
The record, as analyzed above, would 
em to warrant ranking this 8% Pre- 
erred Stock among the Sound Industrial 
‘referred Stocks. It may be further 
oted that in only one year (1921) of the 
ist 8 years has the preferred dividend 
ot been amply covered, and it has been 
egularly paid. The company’s earnings, 
urthermore, are understood to still be on 
he uptrend, with results for this year 
stimated at $1,000,000, indicating over 
341 per share for the 8% preferred 
igainst $19.60 per share for the common. 
The company’s capitalization consists 
»€ $2,500,000 Ist 6%4s, of 1942, authorized 
und outstanding; a remnant of old 7% 





Knox Hat Co., Inc. 


Prior Preference Stock, Without Par Value, Preferred as to Assets and 
Cumulative Dividends at the Rate of 
$7 per Share 


To Yield 7.70% 


BUSINESS: Founded 86 years ago. Company now ranks as one 
of largest manufacturers, distributors and retailers of men’s and 
women’s hats in the world. 


PLANTS & STORES: Include two manufacturing plants at Brook- 
lyn, N. Y., and seven large retail stores in New York, Chicago and 
San Francisco. 


DISTRIBUTORS: Products handled by over 2,500 retail distribu- 
tors in this country and abroad. 


EARNINGS: Have grown rapidly under the present management. 
For 5 years to Dec. 31, 1923, earnings BEFORE bond interest and 
taxes averaged $238,519. In 1923, earnings AFTER bond interest 
amounted to $378,000. 


EARNINGS PER SHARE: Balance available on basis of 1923 earn- 
ings for Prior Preference Stock, in terms of present capitalization 
equivalent to over $36 per share, or over 5 times dividend require- 
ments. 


FUNDED DEBT & ASSET VALUE: Prior Preference stock is 
preceded by a total funded debt of only $1,052,000. Net tangible 
asset value as of June 30, 1924, equivalent to over $208 per share, 
without regard for good-will, conservatively valued at $1,110,082, 
or leaseholds, not shown in the balance sheet but independently 
appraised at more than $200,000. 


MANAGEMENT: Composed of men of demonstrated ability and 
integrity who themselves retain a substantial interest in the cor- 
poration. 


Descriptive Circular on Request 


Charles E. Doyle & Co. 


BANK OF AMERICA BLDG. 44 WALL ST., NY. 
Telephone: John 4500-1-2-3-4-5 














Puts - Calls - Spreads 


Guaranteed by Members of the New York Stock Exchange 


Preferred, outstanding in the sum of 
about 2,208 shares; an authorized $2,000,- 
000 of 8% preferred, par $100, of which 
$1,766,439 are outstanding; and $3,000,- 
000 common, authorized and outstanding. 

The real reason for the comparatively 
low selling price of the preferred prob- 
ably is its comparative lack of marketa- 
bility. So long as the present market sit- 
uation continues, therefore, it can hardly 
be recommended except for semi-perma- 
nent holding. On the other hand, the 
available yield of 8.60% is quite attrac- 
tive, considering the record, and the mar- 
ket situation may clear up before very 
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May be utilized as insurance to protect margin accounts; 
to supplement margin; and in place of stop orders. 


Profit possibilities and other important features are de- 
scribed in Circular W. Sent free on request. 


We offer the most attractive contracts for either large amounts 
of stock or odd lots. Quotations furnished on all securities. 


S. H. WILCOX & CO. 


Established 1917 Incorporated 


66 Broadway New York 
Telephone Bowling Green 9893 





























Kipper, PEaBobY & Co. 


Established 1865 
NEW YORK BOSTON 


17 Wall St. 115 Devonshire St. 
45 East 42d St. 216 Berkeley St. 


PROVIDENCE 
10 Weybosset St. 


Government Bonds 
Investment Securities 
Foreign Exchange 
Letters of Credit 


Investment Circular 
on request 


Correspondent of 


BARING BROTHERS & CO.,LTD. 


LONDON 














Bank Stocks 


Trust Company 
Stocks 


Bankers Capital 
Corporation 


41 East 42nd Street 
New York 


Telephone Vanderbilt 1155 




















long. The company’s 61%4% bonds in the 
last month have advanced from around 
92 to 97%. They are unlisted. 
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A. G. W. I. 
Far From Dividends 


I have 50 shares of Atlantic Gulf &€ West 
indies Steamship Company’s stock a memento 
of 1920. So far as ever expecting any profit 
is concerned I have long ago charged off the 
entire transaction as a loss. Still the stock 


has some value. Would you attempt to sal- 
vage it now or wait a few months longer?— 


E. M. C., Boston, Mass. 


Conditions in the shipping industry 
have improved somewhat and Atlantic 
Gulf & West Indies is making a better 
showing this year. However, earnings 
are not much more than sufficient to cover 
proper allowance for depreciation on its 
ships and, as there is a preferred stock 
issue preceding the common, the latter is 
still very far removed from dividends. 
The acceptance of the Dawes Reparation 
Plan should result in an increased world 
trade and for that reason we believe a 
more optimistic opinion is warranted on 
the shipping industry. However, a com- 
pany like American Ship & Commerce 
with its Hamburg-American affiliation 
would be in a better position to benefit 
from any such revival than Atlantic Gulf 
& West Indies which is only engaged in 
coastwise trade. We believe you would 
improve your position by disposing of 
A. G. & W. I. common stock and pur- 
chasing instead American Ship & Com- 
merce selling around 11 . 


COSDEN & COMPANY 
Financial Condition Unsatisfactory 


Now that the oil industry appears to be 
working into better shave, I am wondering if 
there is any likelihood of getting out even 
on 50 shares of Cosden 
March or April last year at $53 
Would you advise me to average 
could buy 100 and reduce my 
about 35.—K. G., Brooklyn, N. Y. 


a share. 
down? LU 
average to 


While consumption of gasoline this 
summer has broken all records, produc- 
tion has been maintained at a very high 
rate and there is nothing in sight at the 
present time to warrant the belief that 
there will be any rapid improvement in 
the oil situation for at least some months 
to come. Not only do we not advise you 
to average Cosden & Co. stock but in our 
opinion it would be a good move for you 
to sell your present holdings and switch 
into some other oil stock, for we believe 
there are several with better immediate 
prospects. At the close of 1923, Cosden 
had notes and accounts payable of 11.2 
millions and, while there has probably 
been some reduction in these liabilities 
this year, it does not appear that the com- 
pany will be justified in resuming divi- 
dend on the stock for some time. Phil- 
lips Petroleum, paying $2 per share per 
annum and selling around 33, has better 
prospects and by making this switch you 
would immediately receive some return 


which I bought in. 


on your investment. It is never well t 
have all your eggs in one basket and, if 
you feel that you wish to place mor 
money in oil stocks, in order to thereby 
more rapidly recover your loss, we sug 
gest Pacific Oil paying $2 and sellin; 
around 47. Pacific Oil owns the larges 
oil reserves of any company in Califor 
nia and, as these lands are gradualh 
opened up for development, earnings cai 
be expected to improve. 


VACUUM OIL 
A Good Stock to Hold 


What is the situation of Vacuum Oil as 
result of the cuts in gasoline and oils? Ar 
its earnings affected seriously, or is the «dé 
cline in the cost of crude sufficient to offse 
the drop in the income from refined products 
If you held this stock would you switch it é 
the wresent market and industrial situatior 
or hold it?—K. M., Elizabeth, N. J. 


Vacuum Oil Company conducts th 
largest lubricating oil business in th 
world. It is almost exclusively a manu 
facturing and marketing organiaztion and 
because its operations are largely limite: 
to the distribution of trade-marked prod 
ucts, it does not suffer in a declining mar 
ket to an extent comparable to that o 
companies that are large marketers o 
gasoline. Of course, some effect of de 
clining prices is felt, as Vacuum has par 
tially refined products to dispose of to 
other refiners as well as stocks of crud 
oil, but this is not sufficient to greatly 
reduce earnings of the company. For ex- 
ample, in 1923, which was a poor year 
for many oil companies, net profits of 
Vacuum were 13.3 millions, only $300,000 
less than in 1922 which was a very favor- 
able year in the oil industry. We con- 
sider the stock an excellent long-pull hold- 
ing and see no reason why you should 
consider selling or switching into any- 
thing else at the present time. 


SOUTHERN RAILWAY CO. 
No Reason to Sell 


About three years ago you advised me to 
buy Southern Railway for a long pull, pro- 
vided I had plenty of patience. I paid 21% 
for 100 shares, and have certainly every 
reason to depend upon your judgment. Now 
that the stock is selling around 70 and paying 
5%, I am considering whether it would not 
ove advisable to dispose of it and put the pro- 
ceeds into something else which may have the 
same possibilities, or would wou advise me to 
rest content with it?—J.L. K., Richmond, Va. 

We are very glad indeed to hear our 
advice turned out so profitably for you. 
Southern Rwy. has made great progress 
in recent years, not only in increasing its 
business but also in reducing its operat- 
ing ratio. This is a reflection of the 
sound policy pursued by the management 
for many years in building up the prop- 
erty instead of paying out earnings in 
dividends. Earnings of Southern Rwy. 
are now running at the rate of between 
$8 and $10 a share and not only does the 
5% dividend appear very well protected 
but there are prospects of a still higher 
rate in years to come. Although we 
realize that the large ‘profit you have in 
this stock is tempting, we see no reason 
why you should not continue to hold it 
for long-pull investment. 
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FOUNDATION COMPANY 
Increase in Business 


About a year ago I read an article in THE 
MAGAZINE OF WALL STREET on Foundation 
mpany and was impressed with the possi- 
lities of this company as indicated therein. 
cordingly, I purchased a few shares which 
© show me a substantial profit and am 
riting to obtain your opinion of the company 
the present time and your advice as to 
hether I should hold the stock or take my 
ofit.—S. T. 8., Newark, N. J. 
The general slowing up of business this 
ar has had no adverse effect on the 
ffairs of the Foundation Company. 
resident Doty recently stated that the 
mpany did 90% more business during 
.e first six months of this year than in 
1e same period of 1923 and that the com- 
uny is now working on seventy contracts 
iroughout the world which total about 
) million. Foundation-Company has been 
ry successful in extending its activi; 
es in foreign fields, having large con- 
racts in Canada, Peru, Republic of Co- 
mbia and the United Kingdom. Re- 
ently contracts were signed for the con- 
truction of two large bridges in Japan, 
nd it is expected that ultimately the com- 
any will get the contract for the build- 
ng of the Tokio subways which work 
as delayed by the earthquake. The com- 
any is practically assured a good profit 
n all its business as nearly 90% of its 
ork is carried on a cost plus basis. For 
he full 1924 year, it is estimated that 
yout $15 a share will be earned on the 
ommon stock. Through the recent sale 
f 10,000 shares of common stock at $72 
share, the company has placed itself in 
yuund financial condition and is appar- 
ntly in a position to consider higher divi- 
ends. There appears a fair chance that 
he present rate of $6 a share will be in- 
reased or an extra dividend paid this 
ear. We believe you are justified in 
olding the stock for higher prices. 


Important Dividend Announcements 


Note—To obtain a dividend directly from the 
ompany, the stockholder must have his stock 
ransferred to his name before the date of the 
losing of the company’s books. 


\nnual Amount Stock Pay- 
Rate Declared Record able 
6% Am Exch Nat Bk4% 9-23. 10- 1 
6% Am G & E pf....1%% 10-11 11-1 
$1Am G & Ecm.... $0.25 9-16 10-1 

A% 10-1 10-15 
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6% Amer Gas Co....14% 
7% Am Ship Bldg pf... 1%% 10-15 11-1 
% Barnet Leather pf. 14% 9-29 10-1 

‘$6 Blyn-Man Trans pf $1.50 10-1 10-15 
% Can Cement cm... 1%% 9-30 10-16 
— Crex Carpet 1% 9-30 10-15 
4% Crucible Steel cm.. 4% 10-15 10-31 
8% Finance Co Am pf 2% 10-6 10-15 
7% Finance Co Am pi1%4% 10-6 10-15 
9% Finance Co Am cm 24% % 10- 6 10-15 
2% Empire Trust Co.. 3% 9-20 9-29 
7% Macy RH Co pf..14%% 10-11 11-1 
Spl Manhattan Ry ... $1 9-22 10-1 
7% Mount St T & T..1%4% -30 11-15 
6% Natl Fuel Gas....14%% 10-15 
7% Nev Calif Elec pf. 134% 1l- 1 
8% N Y Canners 2d pi 4% 2-1 
12% N Y Title & Mtg3% 9-22 10-1 
7% NIndGK&EpfAIMR% Q 9-4 10-14 
12% Ogilvie F Mills cm3% 9-23 10-1 
Ext Ogilvie F Mills cm 13% 9-23 10-1 
8% Omnibus Crp pf A2% 9-: 10- 1 
8% Pan Am P & T cm 2% 9-2 10-20 
8% PAP & T cm B2% 9.2 10-20 
7% Peo G Lt & C....1%% - 3 10-17 
6% Phila Rpd Tran... 1%% - 10-31 
$8 Prairie O & G.... $2 9-: 10-31 
$8 Prairie Pipe Line.. $2 -3 10-31 
$6 Westinghse Air Bk $1.50 . 10-31 
$2 Wht Eagle O & R $0.50 . 10-20 
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$145,000 


Wichita County, Texas 
6% Water Improvement District Notes 
Dated October 1, 1924 Due October 1, 1929 
Principal and semi-annual interest payable in New York. 


Legality subject to approval of Messrs. Clay & Dillon, New York. 
FINANCIAL STATEMENT 


Actual valuation (est.) 
Assessed valuation (1923) 
Total debt (incl. this issue) 


Population 45,000 


These Notes constitute a direct obligation of Wichita County Water 
Improvement District Number 1, which includes the entire City of Wichita 
Falls, and in addition thereto, approximately 5,000 acres of very fertile land. 
All of the taxable property in said District is pledged for the prompt payment 
of these Notes, which are being issued for the purpose of providing funds to 
complete a lake, canals and laterals which furnish an abundant suppty of water 
for the city of Wichita Falls, and adjacent territory. 


Price to yield 5%, 





$48,000,000 
28,430,815 
4,845,000 


Further particulars of the above on request for Circular M.W.-196 


120 BROADWAY 
NEW YORK 


























Public Utilities 


Today’s Leading Investment 


Public utility securities are today the favored invest- 


ment for a safe, adequate income. 


We have prepared an interesting booklet entitled: 
“Public Utilities For Sound Investment,” which 
clearly shows why this type of security offers one 
of the best opportunities for investors. 


A copy of this booklet will be sent upon request. 


Ask for PS-18 


SECURITIES DEPARTMENT 


NEW YORK 
PRINCIPAL CITIES 




















Goapons Payable 
0 Semi-Aunually 


NVESTIGATE the attractive investment 
features of 8% First Mortgages and $100, 
pe sgh me phat Mortgage Bonds, se- 
cured by Miami city improved property ap- 
at twice the amount of the mortgage 
Interest payments forwarded semi-an- 
of interest and all services 
rendered by us without ay to client. 
References: All Miami banks. Write today 
for our illustrated book “8* And Safety” 
which gives detailed information 
i and our current offerings. 


THE FILER-[LEVELAND [OMPANY 
MGR. SALES DEPT... MIAMI, FLA. 

















TRUTH of STOCK TAPE 


A new bok that every investor and trader should 
have. Four books under one cover, giving prac- 
tical rules for successful trading in stocks, cot- 
ton and grain. Enables you to see what others 
do not see, to see before they see, and act in 
time to make profits. Descriptive literature and 
“Helpful Hints ¢or Stock Traders’’ free. 


Write Dept. M-44 


DIXIE BUSINESS BOOK SHOP 


140 Greenwich Street New York 











9 COMPOUNDED 
Semi-Arnually 


on investments in monthly payments or 
lump sums; Safety; Real Estate Se- 
curity; Tax Exempt; State Supervision. 
Send for Details. 


Okmulgee Building & Loan Ass’n 
Okmulgee Oklahoma 




















“FORTNIGHTLY” 


Current issue surveys the CUBAN 
SUGAR pes. companies, 
MACK TRUCKS, C., and the 
Cotton and Grain’ Markets. 


Copy on request 


CARDEN. GREEN & Co. 


Members New York Stock Exchange 
43 Exchange Place New York 




















Firestone 


FULL-SIZE BALLOONS 


Perform As No Other Tires Can 
Because No Other Tires Are Gum. Dipped 
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GUARANTEEING REAL 
ESTATE MORTGAGE 
BONDS 
(Continued from page 855) 











Properties which are not within the 
standard of accepted insurance risk as 
security for bonds are buildings to be 
built; properties dependent on individual 
management and prosperous times for 
their success ; warehouses, industrial prop- 
erties, leasehold properties, farms, and 
naturally undeveloped real estate. 

As set forth in the article by Mr. Green, 
the matter of location is one of the im- 
portant factors to consider. A residence 
located in a section, not generally de- 
sirable for that purpose to the average 
home seeker would not be a good loan. 
As to the proportion of loan to property 
value, the limit is invariably set at 60% 
of such value, and in actual practice is 
frequently less. Such values are deter- 
mined by independent appraisers, approved 
by the insurance guarantor. The amount 
of loan is steadily reduced, both princi- 
pal and interest, by amortization on the 
monthly payment plan. 

The experienced borrower now recog- 
nizes this plan as being the one scientific 
way of handling this phase of his busi- 
ness. There is little or no danger of the 
borrower getting behind in his payments, 
with the attendant embarrassment of the 
eleventh hour effort to meet his obliga- 
tions. The most popular and generally 
accepted plan is the ten-year amortiza- 
tion loan. At the end of this time, the 
borrower has paid interest and principal 
in full. 

The desirable element of diversification 
is found in the practice of distributing 
loans over many cities in various sections 
of the country. Thus if there is a period 
of depression in one section due to local 
conditions, this is offset by a freedom 
from this condition in other sections. 
But the independent insurance guarantee 
serves to stabilize the value of the invest- 
ment under all fluctuating conditions. At 
this point it is again worthy of emphasis 
that the insurance guarantee is an added 
value to the security beyond that of elimi- 
nating risks. 

Many details pertaining to the issuance 
of insured real estate mortgage bonds 
need only be touched briefly in this ar- 
ticle. It may be said that the general 
practice followed is based on the expe- 
rience of the Old Line Houses, who guar- 
antee their own bonds, but with some 
added restrictions, to meet the require- 
ments of the independent insurance guar- 
antor. 


The amount of these insured securities, 
outstanding at one time, is restricted to 
twenty times the capital and surplus of 
the house of issue. This is according to 
the best practice, derived from the years 
of experience of the Old-Line houses. 

The feasibility of insuring bonds against 
loss, being proven by ample practice, and 
the demand for such bonds being appar- 
ent, a healthy competition in this field is 
assured. This is to be desired because 
of the educational value to the large num- 


bers of investors who have no time, in- 
clination nor facilities for an exhaustive 
study of comparative investment values, 
and who desire to put such worries from 
their minds, after they have invested. Suf- 
ficient for them to know that the princi- 
pal sum invested as well as the income, 
is actually insured from date of issue to 
date of maturity. At the same time, the 
very nature of the business will limit the 
competition within bounds, that the sur- 
vival of those engaged in it will not be 
jeopardized by “cut-throat” methods. 

The transient real estate house, look- 
ing for quick profits, will naturally not 
be attracted to this field by reason of the 
cost. The success of this business de- 
pends upon a steady flow of mortgages 
on a small net profit, after charging a 
rate to the borrower which is fair; giv- 
ing the investor a most liberal yield com- 
thensurate with a full measure of unques- 
tioned safety, and allowing the distributor 
a commission sufficient to hold his time 
and interest. An enormous outlay in edu- 
cational publicity is out of the question 
to any one house in making this form of 
security known. But the selling resistance 
is materially reduced by the presence of 
the insurance guarantee of an institution 
of financial strength, widely known to the 
banking and investment world. 

There always will be the legitimate 
field for real estate mortgage loans of 
a class whick will not permit of the in- 
dependent insurance guarantee, or at least 
on terms which would not make the in- 
surance rate confiscatory. The standard 
here is analogous to life insurance. The 
man of twenty-one, we will say, who by 
reason of some physical defect, is a sub- 
standard risk for his age, yet he may be 
rated and taken as a fair risk at the stand- 
ard for the man of forty years. To the 
young man, during his constructive days, 
who most needs the insurance, the rate 
applying to the man of forty, would usu- 
ally be prohibitive. 

The market for this finely developed 
form of insured security lies in the large 
estate, the endowment and other fiduciary 
funds; the dependent and the inexpe- 
rienced investor who desires to know that 
he holds unquestioned safety. There will 
always continue to be a market for the 
unguaranteed bonds, among the class of 
investors who will continue to lay: stress 
on a high yield, rather than upon insured 
safety, a legitimate investment for the 
man who is willing to assume that risk 
himself, while at the same time being 
justified in so doing. 

Now a word about the future possibili- 
ties of this development as a highly spe- 
cialized institutional activity. The real 
estate mortgage loan on properties essen- 
tial to daily life, particularly the home 
loan on completed properties, comes vi- 
tally close to the very foundation of the 
life of man, his family and their security. 
Surely this activity belongs to the insti- 
tutions of the highest financial and moral 
standing; an activity which in its broad 
development on a national scale should 
be rated as second only to life insurance 
companies. 

Thus it comes within the province of 
such institutions to protect the best in- 
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terests of the borrower against the activi- 
ties of irresponsible agencies who are 
ver ready to take advantage of their 
ck of familiarity with mortgage loan 
arkets, to protect the borrowers from 
weclosure; to make it possible for them 

own their own homes, eventually free 

‘om debt. And on the other hand, it is 
ithin the province of such institutions 
‘o win the large army of inexperienced 
vestors, to a form of security which 
hould be destined to take a place as 
econd only to Government and Munici- 
al Bonds, while at the same time they 
re rendering a highly constructive ser- 
ice with their funds, which otherwise 
ould find their way into the worthless 
xploitations, which annually reap mil- 
ons. And so, it is seen that this pioneer- 
1g movement has developed ideals along 
‘ith practical ideas, the feasibility of 
hich have now been amply demon- 
trated. 

It is safe to predict that the life insur- 
nce companies who place enormous sums 
nnually in first mortgage réal estate 
vans, for the purpose of investment, will 
ome to recognize this as a specialized 
nstitutional activity, and will see the ad- 
antage of purchasing insured bonds, with 
1 better net result to themselves, while 
liminating the tremendous detail involved 
n handling mortgage loans direct with 
the borrower. 


Securities and Commodities 
Analyzed in this Issue 


RAILROADS 
Nickel Plate Merger 


PUBLIC UTILITIES 
Manhattan Railway 


BONDS 
Real Estate Mortgage 


PETROLEUM 
Houston Oil 


COMMODITIES 


INDUSTRIALS 


American Tobacco 
Allied Packers 
Chandler Motors 
Hudson Motors 
Kelly-Springfield 
S. S. Kresge Co 


Liggett’s International 
McCrory Stores 
Montgomery-Ward 
Pierce, Butler & Pierce 
Sears-Roebuck 
Superheater 

United Drug 
Woolworth 


SEPTEMBER 27, 1924 








Authorized $2,000,000 





We offer a Limited Amount of the 


Hayes Wheel Company 


72% Cumulative Preferred Stock 


Par Value $100 


Total Assets over $400 per share 
Net Current Assets $230 per share 
Net Earnings after Taxes, 1923, 10 times dividend 
Net Earnings for the past eight years have averaged close to 5 
times the dividend 
Price at the market to net 712% 


Application has been made to list these shares on the 
N. Y. Stock Exchange 


Descriptive circular on request 


McClure, Jones & Reed 


Members New York Stock Exchange 
115 Broadway 


Outstanding $1,842,200 





New York 

















KEEP POSTED 


The books, booklets, circulars and special letters listed below have been prepared 
with the utmost care by investment houses of the highest standing. They will be sent 
free on request, direct from the issuing house. Ask for them by aumber. 


We urge our readers to take full advantage of this service. 


Address, Keep Posted 


Department, Magazine of Wall Street, 42 Broadway, New York City. 





THE STORY OF THE STRAUS 


| PLAN 


This booklet explains why this large 
first mortgage real estate bond firm 
can truthfully say that they have sold 
these securities for forty-two years 
without loss to any investor. (217.) 


| ODD LOTS 


A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225.) 


| GUIDE BOOK TO HIGH - GRADE 
| CANADIAN INVESTMENTS 


The best review of Canadian securi 
tties published. It gives authoritative 
detailed information on 53 standard 
Canadian securities, yielding from 5 
to 744%. Ask for 271. 


A QUESTION ANSWERED 

An extremely interesting illustrated 
booklet explaining how a stock ex- 
change firm handles out of town busi- 
ness. It shows how orders are treated 
from the time the letter arrives to the 
final placing of the certificates pur- 
chased. (278) 


THE THRESHOLD OF PROS- 

PERITY 
An interesting book outlining a prac- 
tical method for getting d, de- 
scribing an interesting form of bond 
investments. Written in clear, non- 
technical language, and contents can 
be absorbed in 10 minutes. (285.), 


THE SAFETY OF SAVINGS 
Would you like to get 6% for your 
money and know that it is placed in | 
an institution equally as safe as a 
savings bank? Send for this money- 
saving booklet 293. 


HOW TO JUDGE SOUTHERN 
MORTGAGE BONDS 
This free booklet contains the net of 
this old-established Company's ex- 
perience in the First Mortgage In- 
a Field in the South. Ask 
or 302. 


NORTH AMERICAN COMPANY 
We have prepared a letter describing 
the position of this company, which 
we will send on request, 


Ask for 320. 
1,800 PUBLIC UTILITY BONDS 


Our service to dealers includes a 
pamphlet issued quarterly, quoting bid 
and asked prices on 1,800 issues; also | 
a weekly list quoting more than 200 
issues. Free to dealers on request. 
Send for 324. 


BUILD YOUR INCOME ON PROS.- 
PERITY’S PATH 
This booklet tells you of the wonder- 
ful investment opportunities offered 
by the marvelous growth and pros- 
perity of Miami, Fla. Send for your 
free copy. (325.) 


HALF A CENTURY OF INVEST- 
MENT SAFETY IN THE NATION’S 
CAPITAL 
This booklet explains some investment 
opportunities in Washington in first 
Mortgage real estate bonds. Send for 
you free copy. (326.), 





























Investment 


Securities 
| of nationally known 
| American enterprises 





We offer an investment | 
service and invite respon- | 
sible accounts 





Please mention this Magazine 





DUNHAM COMPANY 


Investment 
Securities | 


43 Exchange Place : NewYork | 




















PUTS & CALLS 


If stock market traders un- 
derstood the advantage de- 
rived from the use of PUTS 
& CALLS, they would fa- 
miliarize themselves with 
their operation. 


PUTS & CALLS place a 
buyer of them in position to 
take advantage of unfore- 
seen happenings. 


The risk is limited to the 
cost of the Put or Call. 


Explanatory booklet 14 sent upon 


request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 
Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 





} 








WHERE DO THE NON- 

ASSENTING HOLDERS OF 

MANHATTAN RY. STAND? 
(Continued from page 853) 











by the Interborough Rapid Transit Com- 
pany, I may say that in my opinion there 
is every reason to expect that Judge Mul- 
lan’s decision will be affirmed. The ap- 
peal will be heard before the Appellate 
Division of the Supreme Court of New 
York, First Department. There is a pos- 
sibility, however, even though the de- 
cision of Judge Mullan be affirmed by the 
Appellate Division, that if the affirmance 
should be by a divided court (five judges 
comprising the court), or if permission 
to that effect is granted, the case may be 
carried to the Court of Appeals at Albany, 
which is the court of last resort of the 
State of New York, and it is the highest 
court to which this case can be taken. 

Even should there be a reversal, 
however, of Judge Mullan’s decision, 
and should the case be finally decided 
in favor of the Interborough Rapid 
Transit Company, the non-assenting 
stockholders would still be in no worse 
position than the assenting stockhold- 
ers, and would be entitled to all the 
arrears of dividends which have been 
paid to the assenting stockholders, 
which now amount to about $10 per 
share. 





IMMIGRATION 
BOOTLEGGING 
(Continued from page 836) 





out of employment now. The unem- 
ployed would have been chiefly the na- 
tives, for the low-standard, cheap-working 
foreigners would hold the jobs as far as 
they went. The result would have been 
widespread unemployment and misery for 
our higher-standard native or naturalized 
workers and a tendency to degrade them 
permanently. Our hospitals, jails, peni- 
tentiaries and insane asylums would have 
been still further overcrowded by aliens, 
with increasing costs to taxpayers. The 
large measure in which higher wage rates 
have been maintained in the face of a 
slight degree of unemployment is con- 
clusive evidence that employers know that 
hereafter there will normally be no sur- 
plus of labor in this country and that it 
is good policy to hold contented forces 
rather than seek a temporary advantage 
in wage reductions. 

We may therefore conclude that immi- 
gration restriction has benefited the coun- 
try by upholding the level of wages and 
the standard of living. For I am con- 
vinced that general prosperity is enhanced 
when labor receives the largest propor- 
tion of the wealth it assists in creating 
that is compatible with the maintenance 
of the vigor and expansion of industry. 
The earners of wages are the largest. eco- 
nomic class in the community and even 
a slight expansion of the purchasing ca- 
pacity of its units provides a vast volume 
of business. We should, therefore, on 
economic if no other grounds proceed to 
further revise our immigration laws and 
strengthen their enforcement, so that we 
may have complete numerical restriction 
of immigration and not restriction in one 
direction with resulting increase in others. 





best we could get was $175 a head. Of 
course we couldn’t meet that rate; neither 
could we pay detention bills. Eventually 
some of those Chinamen found places on 
ships, but undoubtedly many of them are 
still in the United States. The right of 
alien seamen to leave their ships is prov- 
ing to be a very serious opening for for- 
bidden immigration. 

But the fundamental remedy is the reg- 
istration or enrollment of all aliens. 
When this is authorized we will be able 
to spot every alien who succeeds in get- 
ting into the country unlawfully. The 
mere knowledge of the existence of such 
a law will automatically cut off most of 
the smuggling in men. Its application 
may result in some startling revelations. 
Of the 14,000,000 alien born now living in 
this country, 8,000,000 are not naturalized. 
Many of these (one authority even puts 
the number at 3,500,000!) do not dare to 
apply for naturalization, because in do- 
ing so they would reveal that they are 
here illegally. 

Uncertain as are our data, I think that 
we have had a demonstration of the eco- 
nomic benefits of restricted immigration 
during the recent business recession. Re- 
gardless of the number of unlawful im- 
migrants, the number of lawful immi- 
grants that would have come in the last 
three years but for numerical restriction 
would probably have been 3,00,000 more 
than did come. Even if they and those 
who did come, as well as all the native 
born, had found employment up to last 
spring, several millions of men would be 


DISSECTING THE NICKEL 
PLATE MERGER 


(Continuea from page 852) 











Plate should be able to retain this rate 
for its common stock. 

The present New York, Chicago & St. 
Louis will at first retain its corporate 
identity and the stock of the new company 
will not be exchanged for the present 
Nickel Plate stock, but will be held in the 
treasury. The present Nickel Plate owns 
15.5 millions Chesapeake & Ohio common 
and 12 millions Pere Marquette, for which 
it will receive stock in the new company 
as well as stock for its own railroad 
property. The C. & O. and Pere Mar- 
quette stock was purchased largely from 
the proceeds of the 26 million 514% loan 
floated last June and, while definite in- 
formation is not available, it is under- 
stood, in well informed quarters, that the 
company’s treasury holdings are practi- 
cally all free of pledge. Assuming such 
to be the case and that the lease will pro- 
vide for all obligations of the company, 
the present Nickel Plate will hold in its 
treasury, stock of the new Nickel Plate 
with a market value, based on current 
quotations of 83 for the preferred and 
75 for the common, equivalent to $145 a 
share on the present Nickel Plate com- 
mon. 

The income that the present Nickel 
Plate Company will receive from these 
holdings will be equivalent to $11.35 a 
share on .the common stock. As the 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 








present Nickel Plate would not be an 
operating company, it would be in a posi- 
tion to distribute practically all of its 
income in dividends. Under these cir- 
umstances, Nickel Plate old common 
stock now quoted on the New York Stock ID AA AA AAA AAAAAA AA AAA AA AAA AR AA RA AA AAA AA AAA AAA AA AA AAAA AB AA AA BA RANA AAA AA RA RARA AAA AAAARAAARARARAAA RAT] 


Exchange at around 117, would appar- 


Moon Dominates in 


Motor-Wise Markets 


lease have not yet been made public and 
as there may be some loans outstanding 
which would have to be taken into con- 
sideration, it is not yet possible to defi- 
nitely determine the value of the stock. 
What greater proof of true worth is 
necessary than the fact that in the 
great motor-wise market of Chicago 
during the past year Moon increased 
its sales 187% over the previous year, 
which was also a banner year for 
Moon. 
This increase was more than that of 
any motor car which sold at less 
than the price of the Moon. 


In the great motor state of Califor- 
nia, Moon made an increase in sales 
during the first six months of 1924 of 
114% over the same period last year. 


This increase was the greatest of any 
motor car in the Moon’s price class. 


Only one motor car made a greater 
increase than Moon and this car sold 
for less money than the price of the 
Moon. 

To cap the climax of Moon’s steadi- 
ly growing popularity, sales of new 
Moon models during June, July and 
August surpassed the similar period 
of last year, which was the greatest 
of all the 17 years of Moon history. 


CTITLILOLLLLLLLLLLLLLL LG) 





For New Commitments 


Nickel Plate old 6% preferred stock, 
selling on the New York Stock Ex- 
change around 91, will be entitled to a 
high-grade rating with the merger con- 
summated, and is an unusually attrac- 
tive investment opportunity in view of 
the liberal yield of 6.6%. Moreover, 
should at any future time the old Nickel 
Plate Company be liquidated, this stock 
would be entitled to $110 a share before 
the common receives anything. It appears 
quite likely that at some future date this 
preferred stock will be retired at that fig- 
ure, although it is not contemplated to do 
so immediately. The Erie common and 
preferred stock, Pere Marquette common 
and preferred issues and Chesapeake & 
Ohio common are selling at prices that 
are nearly equivalent to the market for 
the new Nickel Plate stock on the New 
York Curb. In view of the small dif- 
ference in price, it appears preferable 
to purchase the stocks of the new com- 
pany, which are selling on a “when- 
issued” basis, for in the event that 
some unforeseen contingency should 
arise which would prevent the plan 
going through, there would be no loss 
involved for all transactions in these 
“when-issued” stocks would in such 
case be cancelled. 

Chesapeake & Ohio 6%% preferred 
stock at the present prices of 103 is sell- 
ing out of line with its exchange value 
which is equivalent to 90 for the new 
Nickel Plate 6% preferred stock as 
against present market value for this 
issue of approximately 83. As it does 
not appear very likely that C. & O. 
preferred shareholders will receive a 
better deal, holders of this stock would 
do well to dispose at present levels. 

In regard to the bonds of the various 
roads entering the merger, the best op- 
portunity for investment at this time is 
offered by Erie convertible 4s, series A 
and series B, due 1953, which are selling 
around 64 to yield better than 68% to 
maturity. With the merger once consum- 
mated these bonds would be placed in a 
very much stronger investment position 
and would undoubtedly sell at higher 
levels. The convertible privilege of these 
bonds is not likely to be of any value. 
Holders of Chesapeake & Ohio converti- 
ble 5s may, during the period of conver- 


1875 BROADWAY, AT 62ND STREET - - NEW YORK 
sion, exchange their bonds for the same 


number and kind of shares of the new ; 
| 


company to which they would be entitled [Davy UV wu vu eV UU eV VU UY VU UV UU UY UU UV UV UU UY UU UV UU UV UU UV UW UV UV UU UUM UU YUU UU VU VU UV UU UU UV UV UV UWUV¥UEVeUNMNMUYE, 
in accordance with the proposed basis of 7 . — 

exchange if they had first converted their 
bonds into shares of the present com- 
pany. These bonds are convertible into 
C. & O. stock at the present time and 
until April 1, 1926, at $90 a share and 
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New Opportunities for 


Market Profits 


In the new campaign THE INVESTMENT 
AND BUSINESS FORECAST of THE 
MAGAZINE OF WALL STREET subscribers should 
fare fully as well as during the two preceding 
campaigns which showed 574 points profit in 


four months:— 

—In the campaign on the shori side from April | to 
May 22, our recommendations showed profits of 229 
points—and 9 points loss. 

—lIn the campaign on the long side, which began June 
4, our advices showed profits of 374 points—and 
20 points loss. 

The success of The Investment and Business Forecast is due to the 


personal direction of Mr. Richard D. Wyckoff who has had 36 
years of experience through a long sequence of bull markets, de- 
pressions and acute 
. panics — supple- 
The Service mented by our or- 

Eight-Page Service Report ganization of person- 

i—ae eht-gage service report issued every ally trained experts 
—— in the various fields 
a of investment and 


2.—The Richard D. Wyckoff colorgraphs of 
Business, Money, Credit and Securities. research. 


Technical Position : = 
3.—The technical position for traders, showing This record is apart 
what to do with individual stocks. from the Investment 
Investment Indicator Indicator advices 

4.—The Investment Indicator, showing the in- H 
vestment position of leading stocks and which apply to the 
telling you what to do. long pull rather than 
Encome and Pret R dations to the shorter swings. 
5.—From two to four recommendations each The Investment In- 
week of bonds and high grade preferred dicator has a propor 


stocks, with possibilities for market profit. 
Bonds for Income Only tionately profitable 
record. 


6.—Each week one high grade standard bond is 
recommended for income only. 


A Thorough Survey of Industry . ing 
7.—A brief but thorough survey of the various Put Your Trad 
fields of industry and finance. on a Business Basis 


Replies by Mail or Wire 
8.—Prompt replies to inquiries regarding a Enter your subscrip- 
reasonable number of listed securities—or . d d if 
the standing of your broker. tion to ay an 1 
Summary of Advices by Wire you ask it, we will 
9.—Without additional charge, a summary of wire you collect what 
regular and special technical advices sent position to tak e, 


collect by night or day letter or in code 
A Special Wi what stocks to buy 
postal Wie or Letter or sell. Fill out the 


10.—A special wire or letter when any important ¢ 
change is foreseen in the technical position coupon and mail to- 


day. 
—_—-—-—=-——-——-— MAIL THIS COUPON TODAY 
INVESTMENT AND BUSINESS FORECAST, 
42 Broadway, New York City. 


Wire I enclose herewith check for $150 to cover my subscription to the 
ies Investment and Business Forecast for one year. 
rvice 


Wanted? 
2 Yes 
© No 


Sept. 27 

















© Wire me collect what position to take, naming ten stocks. 


thereafter to 1936 at $100 a share. Un- 
der the plan there is still an opportunity 
for this convertible privilege to become 
valuable depending on the price of the 
securities of the new Nickel Plate. 

At present levels of 83 the 6% pre- 
ferred stock of the new Nickel Plate sell- 
ing on a “when-issued” basis appears a 
very attractive investment opportunity for 
the yield of 7.2% is unduly liberal in view 
of the large measure of protection the 
dividends on this issue will enjoy. When 
the stock becomes more _ seasoned, it 
should sell at a higher price level. 

The common stock of the new com- 
pany, selling on a “when-isused” basis 
around 75, is entitled to consideration 
as a speculation. The proposed $6 divi- 
dend rate gives a return at this price 
of 8%, and, under normal operating 
conditions, the mew system should 
have no difficulty in earning this divi- 
dend by a good margin. 

















THE BEST INVESTOR I 
EVER KNEW 
(Continued frome page 841) 








unlike a great many more who did so, 
he managed to keep it all. He maintained 
that there was bound to be a tremendous 
slump, when consideration was given to 
the high rates for call money, and the 
overtrading by the general public. When 
stocks got to very high levels, though a 
good bit from the top, he liquidated every 
stock he had, and reinvested the proceeds 
in short-dated bonds maturing in from 
one to two years, which he held until 
maturity. He then again invested in 
stocks at very low prices, some of which 
he holds today, and upon all of which 
he has made some very handsome profits. 
He has been liquidating quite extensively 
in certain classes recently and reinvest- 
ing in the short-dated bond. 

I have endeavored to indicate as clearly 
as I can the general principles upon which 
my friend bases his ideas of present 
values and the methods he adopts so as 
to arrive at what might be called an in- 
telligent appreciation of coming events. 
In this he has been most successful, and 
I don’t know of anyone who has obtained 
better results considering the conserva- 
tive manner in which he handles his com- 
mitments. 

He always deals in moderate 
amounts, keeping well within his re- 
sources, even though the information 
in his possession would seem to jus- 
tify taking a bigger risk. He holds 
that no matter how good your infor- 
mation may be, there is nothing cer- 
tain under the sun, and it is always 
best to be in the position to handle all 
your obligations without having to 
worry. Immediately you begin to worry 
half of your efficiency is gone. To be 
successful in anything you must give the 
best that is in you, and the stock market 
is no exception. As we all know there 
have been many very successful business 
men who have accumulated fortunes in 
their own legitimate business, and gone 
down to Wall Street and lost practically 
every cent, but had they conducted their 
own business in the same haphazard man- 
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ier as they did their stock-exchange 
ransactions, they never would have made 
iny money in the first place. 


Luck? No! Common Sense! 


My friend has employed the very same 
are and caution and common-sense meth- 
ds in his stock-exchange dealings as he 
loes in his own business, in which he has 
ilso been eminently successful, with the 
esult that he has made money in both, 
sides attaining a very highly honored 
position. Quite a number of our mutual 
riends have, from time to time, referred 

his success as “luck,” but from what 
| have already said, I think you will agree 
vith me that the proper definition should 

e “common sense properly applied.” 

Financial success cannot be achieved 
vithout concentration and effort along 
orrect lines, and those who aspire to 
wuilding up their income must make up 
heir minds to devote a certain portion of 
heir time to the study of their invest- 
nents. The reading of good financial 
nd other magazines, in addition to the 
aily newspapers will repay the time and 
rouble involved by keeping you fully 
vosted on all that is going on around you 
n the world of trade and finance. Apart 
rom the financial aspect of the question, 
his systematic reading develops an in- 
‘ight into the fundamentals which govern, 
o a large degree, the economic situation, 
ind assists very materially the reasoning 
habit. 

We of today are very fortunate in hav- 
ing such splendid service from our finan- 
‘ial papers, which make things compara- 
tively easy for us. The policy of this 
magazine is, in many respects, an amplifi- 
‘ation of the methods followed by my 
friend for years, and it was this similarity 
which gave me the idea of writing this 
article. 

The young investor has everything 
brought right before him in an intterest- 
ing and instructive way. Statistics, clearly 
explained and presented, in the form of 
-harts which can be understood at a 
glance, showing the changes that are tak- 
ing place, at regular intervals of time, in 
ilmost everything pertaining to the stock 
market. Well written articles by men of 
experience and keen insight appear in 
every issue to guide and educate the 
reader into proper channels of investment 
in many forms. My friend is a regular 
subscriber to THE MAGAZINE oF WALL 
Street and finds it of great assistance 
to him. 


Does Not Aspire to Great Wealth 


My friend has never had, at any time, 
the ambition to become a man of great 
wealth. He has conducted all his opera- 
tions as an intelligent investor having the 
definite objective of financial indepen- 
dence so aptly described by Robert Burns 
the Scottish poet: 


To catch Dame Fortune’s golden smile, 
Assiduous wait upon her; 

And gather gear by ev'ry wile 

That’s justified by honor. 

Not for to hide it in a hedge, 

Nor for a train attendant, 

But for the glorious privilege 

Of being independent. 
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M ALLINSON' 


Silks de Luxe 
H. R. Mallinson & Co., Inc. 


99 FIFTH AVENUE NEW YORK CITY 
September 11, 1924. 
PREFERRED DIVIDEND NO. 20 

The Board of Directors of this corporation has 
declared the regular quarterly dividend No. 20 
of 14% on the Preferred Stock, payable Octo- 
ber Ist, 1924, to stockholders of record at the 
close of business, September 22 1924. 


22nd. 
E. IRVING HANSON, Treasurer. 





SOUTHERN RAILWAY COMPANY 
New York, September 11, 1924. 
PREFERRED STOCK 
A quarterly dividend of one and one-quarter 
per cent (1%%) on the Preferred stock of 
Southern Railway Company has this day been 
declared payable on October 15, 1924, to stock- 
holders of record at the close of business Sep- 
tember 23, 1924. 
COMMON STOCK 
dividend of one and one-quarter 
on the Common stock of 
Southern Railway Company has this day been 
declared payable on November 1, 1924, to stock- 
holders of record at the close of business Sep 
tember 23, 1924. 
Cc. E. A. McCARTHY, 


A quarterly 
per cent (14%) 


Secretary. 





AUSTIN NICHOLS & CO. 
Incorporated 


September 17th, 1924 
The regular quarterly dividénd of one and 
three quarters per cent (134%) on the preferred 
stock has this day been declared. payable Novem 
ber Ist, 1924, to stockholders of record Wednes- 
day, October 15th, 1924, at three o'clock p. m 
Transfer books will not close. 


THOMAS M. McCARTHY, Treasurer 





Julius Kayser & Co. 


A regular quarterly dividend at the rate of Two 
Dollars a share upon the shares of the no-par- 
value Preferred stock of Julius Kayser & Co., 
issued and outstanding, has been lared, payable 
October 1, 1924, to the holders of 1 ord f such 
stock at the close of business September 25, 1924. 

Dividend checks will be forwarded by Guaranty 
Trust Company of New York. 

CLARENCE W. 
Secretary 


THE WESTERN UNION TELEGRAPH COMPANY 
Dividend No. 
New Tore a 9, 1924 
A quarterly dividend of ONE AND THREE 
QUARTERS PER CENT has been declared 
upon the Capital Stock of this Company, payable 
at the office of the treasurer on and the 
15th day of October, 1924, to shareholders of 
record at the close of business on the 25th day 
of september, 1924. 
The transfer books will remain open. 
G. K. HUNTINGTON, Treasurer. 


SINN 





after 


WEST PENN POWER COMPANY 
New York, N. Y., September 8, 1924 
The Board of Directors of West Penn Power 
Company has declared quarterly dividend No. 
35 of one and three-fourths (14%) per cent, 
payable on the 7% Cumulative Preferred Stock 
of the Company on November 1, 1924, to stock- 
holders of record at the close of business on 
October 15, 1924, being for the quarter ending 
October 31, 1924. 
Cc. C. McBRIDE, 





Treasurer 





International Telephone and Telegraph 
Corporation 
New York, September 10, 1924. 
directors of the International Telephone 


The 
declared the 


and Telegraph Corporation have 
regular quarterly dividend of one and one-half 
per cent (1%%) on the capital stock of the 
company, payable October 15. 1924, to stock- 
holders of record September 27, 1924. 

H. B. ORDE, Treasurer. 


OTIS ELEVATOR COMPANY 

26th Street and 11th Avenue, New York City 

September 9, 1924. 
A quarterly dividend of $1.50 per share on the 
Preferred Stock and a dividend of $1.00 a 
share on the Common Stock will be paid October 
15, 1924, to stockholders of record at the close 
of business on September 30, Checks will 


be mailed. 
R. H. PEPPER, Treasurer. 
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WESTINGHOUSE ELECTRIC 
& MANUFACTURING COMPANY 

A quarterly dividend of 2% ($1.00 per share) 
on the PREFERRED Stock of this Company 
will be paid October 15, 1924. 

A dividend of 2% ($1.00 per share) on the 
COMMON Stock of this Company for the quar- 
ter ending September 30, 1924, will be paid 
October 31, 1924. 

Both dividends 
record as of September 30, 

H. F. 
York, September 20, 


are payable to Stockholders of 
1924 
BAETZ, 
1924. 


Treasurer 
New 


TOBACCO PRODUCTS 
CORPORATION 


September 11, 1924. 
At a meeting of the Board of Directors held 
this day, a quarterly dividend of One Dollar 
and Fifty Cents ($1.50) per share on the com- 
mon capital stock of the Corporation was de- 
clared, payable on October 15, 1924, to stock- 
holders of record at the close of business on 

October 1, 1924. Checks will be mailed 
WILLIAM A. FERGUSON, Secretary. 








BAYUK CIGARS 


INCORPORATED 
Philadelphia, Pa. 

Quemeciy dividend of 14% on the First Preferred 
gsock of this corporation; hx % on the Convertible 
Second Preferred stock, and 2% on the 8% Second 
Preferred stock have been declared payable October 
15th, 1924, to holders of said stock of record at the 
close of business September 30th, 1924 

Checks will be mailed. 
Harvey L. Hirst, Secretary 
September 20th, 1924 


The Bell Siieviens Suen 


of Canada 


Notice of Dividend 
A dividend of two per cent (2%) 
declared payable at the office of the Company, 
in Montreal, on October 15, 1924, to shareholders 
record at the close of business on September 
1924. 


has been 


in JONES, Treasurer. 
1924. 


JOS. 


Montreal, September 10, 





KEYSTONE POWER CORPORATION 


The Board of Directors of Keystone Power 
Corporation has declared quan dividend No. 
10 of one and three-quarters (134%) per cent, 
covering the quarter ending September 30th, 
1024, payable upon the 7% Preferred Stock of 
the Company on October Ist, 1924, to stock- 
holders of record at the close of business Sep- 
tember 20, 1924. 

Treasurer. 


Cc. C. McBRIDE, 





OFFICE OF 
THE UNITED GAS IMPROVEMENT CO. 
N. W. Corner Broad & Arch Streets 
Philadelphia, September 10, 1924. 
The Directors have this day declared a quar- 
terly dividend of one and three-quarters per 
cent. (87%c per share) on the Common Stock 
of this Company, payable October 15, 1924, 
to holders of Common Stock of record at the 
close of business, September 30, 1924. . Checks 
will be mailed. I. W. MORRIS, Treasurer. 
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A Clearing House For Business Men 


MEN 
AGENTS 
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Business Opportunities 


Business Opportunities 


Mailing Lists 





FOR SALE 
LARGE SUGAR PLANTATION 


Lafourche, Louisiana 


the Sugar Belt, on _ the 
Southern Pacific railroad, fifty miles from New 
Orleans. Large plantation home, in the midst 
of a beautiful grove of oak and pecan trees. 
Large dairy barn and concrete silo; concrete 
corn crib; large stables; 10 labor cabins; 3 
stores; fraternal hall; completely equipped with 
all mules, tractors, and implements necessary to 
operate. Excellent geological location for gas 
and oil, Will sell as a going proposition, in 
present state of cultivation with large crop of 
corn, hay and sugar cane. An excellent in- 
vestment opportunity with immediate returns on 
present crops. 300d location for colony of 
truck farmers, canning factory, and box factory. 
For terms and particulars, address owner 


J. V. LEBLANC, JR. 
P. O. Box 211 Lafourche, La. 


In the heart of 





RELIABLE, Active, WELL-KNOWN, EXPERIENCED 


And highly regarded Canadian citizen desires to 
open negotiations with firm promoting, distribut- 
ing or manufacturing or about to place on market 
article of any nature, with object in view of 
purchasing or otherwise securing exclusive 
Canadian franchise. Am in position to promote 
company in Canada, and furnish efficient sales 
organization. Does not matter how large or 
small or nature of undertaking provided it has 
merit. References given and required. 
Box 88, The Magazine of Wall Street 
42 Broadway, New York City 





Capital Secured. Corporations organized and 
financed. Blanchet & Company, 347 5th 
Ave., New York. 


INVESTORS 

Why not invest part of your capital in 
new or going businesses where you can 
obtain official connection and reap the 
benefits? You can be either an active or 
inactive associate and grow with the busi- 
ness. The small business of today will be 
the big busimess of tomorrow. We are in 
position to furnish interests in many lines 
of industry. 


PERSONAL ae & SERVICE EXCHANGE, Inc. 


141 Broadway, New York 





NATIONAL MAILING LISTS 
Every kind and nature, accuracy 99%, up- 
to-date to the last word, individually com- 
piled for every client. Standard charge, 
$4.50 per thousand names. 
Information and Particulars Free 

Request 
THE BLUE BIRD SERVICE 
107 E. Pleasant St., Baltimore, Maryland 


Upon 














SOUND INVESTMENT 


$150,000 required for first class food product 
proposition, including controlling interest in up- 
to-date Packing Plant now in operation; assets 
$480,000. New departure creates a _monopoly. 
Full particulars given where this offer is seriously 
considered. References given and required. 

Box 40, The Magazine of Wall Street 

42 Broadway. New York 








ORGANIZERS — PLACE’ ELEC- 
advertising machines in theatres and 
patented, absolutely new; each 


SALES 
trical 
public places; 
machines builds permanent income. 
monthly; place 10 in your city and be inde- 
pendent. Box 39. c/o The Magazines of Wall 
Street, 42 Broadway, New York City. 


$100 more 








The Isthmus of Tehuantepec region, Mexico, 


offers magnificent opportunities to the judicious 
investor in lands for agriculture, horticulture, 
and stock raising. This district also considered 
as the Oil Reserve of Mexico. Large and small 
tracts available. Inquiries solicited. 


A. J. RIVAS, la. Iturbide. No. 7, Mexico, D. F. 


INVESTORS 
Can furnish Stock, Bond and Mortgage 
Buyers in 1,000 companies. Ask for price 
list showing each and amounts in detail. 
A. F. WILLIAN: S 

166 W. Adams St. 


Charters 


Chicago 














DELAWARE incorporator; charters; fees 
small; forms. Chas. G. Guyer, 90! Orange St., 
Wilmington Del. 





Business Opportunities 





OFFICER OF SUPPLY CORPS OF NAVY, 
age 42, resigning under honorable circum- 
stances to make home in Ceylon, invites 
correspondence from reputable firms to which 
he might be of assistance in that locality. 
Address S. E. B., 3738 Kanawha Street, Chevy 
Chase, D. C. 


Stocks & Bond Issues Marketed. Reorganiza- 
tions, consolidations. We employ every suc- 
cessful method known in money raising. 
Lebrecht Co., Waco, Texas. 
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76 WALL STREET 
A MODERN 


fe 
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SEAMEN’ S BANK FOR SAVINGS 


INSTITUTION 
BY ALMOST A CENTURY OF SERVICE 


The Trustees have declared a 
QUARTERLY DIVIDEND 
per annum on accounts of $5. to $5,000 


DEPOSITS MADE ON OR BEFORE OCT. 10th, WILL DRAW 
INTEREST FROM OCT. Ist 


SAVINGS ACCOUNTS INVITED 
BANKING BY MAIL 


HERBERT K. TWITCHELL. President 
WILLISTON H. BENEDICT, Secreta 


NEW YORK CITY 
BACKED 


AT THE of 
RATE OF /o 


s 


payable on or after Oct. 15th, 1924 


9 
4 
6 
6 
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6 
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, 
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RALPH H. STEVER, Cashier 





THE NEW YORK AIR BRAKE 
COMPANY 


New York, September 17, 1924. 
The Board of Directors has this day declared 
a dividend of One Dollar ($1.00) per share 
upon the outstanding no-par-value Class “A” 
Stock for the Quarterly Period to and including 
December 31st, 1924, payable January 2nd, 1925, 
to stockholders of record at the close of business 
on December 3rd, 1924. 
C. A. STARBUCK, President. 
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THE NEW YORK AIR BRAKE 
COMPANY 


New York, September 17th, 1924. 
The Board of Directors has this day declared 
a regular Quarterly Dividend of One Dollar 
($1.00) per share upon the outstanding Common 
no-par-value Stock, payable November Ist, 1924, 
to stockholders of record at the close of business 
on October 7th, 1924. 


Cc. A. STARBUCK, President. 





THE UNITED LICHT & 
POWER COMPANY 
(Successor to United Light @ Rail- 
ways Company) 

Davenport Grand Rapids Chicago 
The Board of Directors of The 
United Light & Power Company has 
declared the following dividends on 

the stocks of the Company: 

A quarterly dividend of one dollar 
sixty-three cents ($1.63) per share on 
the Class “A” Preferred Stock, pay- 
able October 1, 1924, to stockholders 
of record September 15, 1924. 

A quarterly dividend of one dollar 
($1.00) per share on the Class “B” 
Preferred Stock, payable October 1, 
1924, to stockhélders of record Sep- 
tember 15, 1924. 

A dividend of forty cents (40c) 
per share on the Class “A” and 
Class “B” Common Stocks, payable 
November 1, 1924, to stockholders of 
record October 15, 1924. 

A dividend of one fortieth (1/40) 
of one share in Class “A” Common 
Stock payable November 1, 1924, on 
each share of Class “A” and Class 
“B” Common Stock of record Octo- 
ber 15, 1924. 

Transfer books will not be closed. 


L. H. HEINKE, Treasurer. 
September 2, 1924. 
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